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At Full Stretch 


BY the accident of the calendar this Christmas issue is also the last 

of the year and therefore provides the appropriate moment for 
pausing and taking stock of ground travelled and of the milestones still 
to be reached. And, as if to assist in the process, the Government have 
released the full text of the Four-Year Plan submitted to the Organisation 
for European Economic Co-operation as token and proof of Britain's 
ability to put its economic affairs in order by the end of 1952. To call this 
document a Four-Year Plan is, indeed, a misnomer. The figures it con- 
tains are not promises but illustrations, and the detailed tables are to be 
regarded as no more than exercises in “ spelling out,” as the Americans 
say, the results that might be expected to flow in the next four years from 
the policies that the Government propose to follow. 

But statistics can be doubly misleading if they are not only taken to be 
more accurate than they are but also distract attention to the details, which 
are infinitely variable, and away from the major outlines of policy, which 
are vital. The great virtue of the document is that it is a signpost, and the 
question it arouses is not whether the distances given on it are accurate 
but whether it points in the right direction. 

There can be no doubt that, on the major issues of economic policy, 
the nation has been travelling during 1948 en the right road, Indeed, 
the best way of realising what a distance has been travelled is to look back 
to Christmas 1947, and to observe the almost magical change that has 
occurred in that sensitive barometer of national standing, the prestige and 
position of the pound sterling. A year ago the pound was shunned and 
suspect; now it is among the world’s hard currencies. Then the world’s 
Criticism was that the British economy was incapable of paying its way; 
now it is that British policy is aiming at making the pourid too scarce. 
This change is not entirely one of psychology and atmosphere; it has been 
produced by the restraint that has been shown in British spending abroad 
and the energy that has been shown in the export drive. When the figures 
of the current balance of payments come to be published, it is expected. 
that they will show an overall balancing of payments and receipts, without 
the aid of Marshall dollars—that is to say, they will show a surplus in all 
other currencies approximately equal to the continuing deficit in dollars. 
This is a great achievement by any test, and though the ultimate credit 
belongs to the British people’s capacity for self-control, by far the greatest 
individua} share of praise attaches to Sir Stafford Cripps and the small 
circle of his intimate advisers. Not only has he shaped the policies and 
tenaciously defended them, he has also provided the essential moral 
foundation, A people that is being asked to exercise such severe self- 
discipline must be convinced that what is asked of it is asked for the good 
of the community, not to flatter the vanity or foster the ambition of a poli- 
ticiany This confidence Sir Stafford has created in full measure. 

The achievements of 1948 justify some satisfaction, but no compla- 

The British national economy is still strained to the utmost. There 


ate" no margins for’ relaxation anywhere. It is only, so to speak, by 


standing on tiptoe that the nation contrives to measure up to its economic 
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on page 1071 that the proof, contained in the Four-Year Plan, 


of Britain’s ability to pay its way by 1953 is based on a number 
of assumptions which, without being in any way impossible, 
have a distinctly sanguine tinge. Perhaps the most important 
of these unspoken optimistic hypotheses is the assumption that 
the economy can go on standing on tiptoe for four more years— 
indeed, for an indefinite period. 


* 


This assumption, and the practical consequences that flow 
from it, deserve much more serious attention than they usually 
receive. The policy has been generally christened that of 
austerity. But it is a silly misnomer, for a large part of it consists 
of a determination notto abate anything of the social ambitions 
conceived and of the political commitments entered into in the 
starry-eyed days of the war ; Sir Stafford Cripps is not one of 
those Ministers who are reported to be willing to forgo any item 
of the Labour Party’s programme; all must be carried out to 
the letter, nationalisation, social welfare schemes, full employ- 
ment, enhanced real wages and the rest. It is only in the carry- 
ing out of this grandiose programme that the austerity enters 
in. By keeping up the maximum pressure for output, by insist- 
ing on starving the home market in favour of exports, by cutting 
imports to the bone, by maintaining an apparatus of rationing 
and control more severe than any other democratic nation’s, 
by persisting in a crushing burden of taxes, by seeking and 
accepting foreign subsidies—by doing all these things the nation 
can just, but only just, afford the extras it voted to itself 
when it thought it was going to be rich. That it can be done, 
at least for a year, has been demonstrated. But can it go on 
much longer ? Can Sir Stafford preserve his precarious equili- 
brium in the middle of all the stresses and strains for even one 
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more year, Nut dekmue 
not like the price of what it has ordered ? 
The answer, we must all hope, is Yes. For if it were | 
if the inspired gambles that make up the Four-Year Flan coat 
oe targets are not reached, if the run of luck i 
bad, if the dollar deficit is not removed by the continuance 
present policies, then the alternative prospects that will face the 
country will be unpleasant for everybody alike. If the 
finds that it cannot for ever go on standing on tiptoe to 
the jam it thinks it deserves, and if its kind American friend 
will not for ever provide a stool, then it has only two alternatives 
—ither it must grow up very quickly or it must go without the 
jam. The former choice is, of course, to be preferred; but it 
is also likely to be much the more difficult to achieve. It hay 
been apparent for a year past that no further great increase ja 
output can be achieved by the present combination of exhorta- 
tion and controls, of egalitarian taxation and welfare legislation, 
The great myth that the nationalisation of an industry could 
quickly improve either its efficiency or its psychology has been 
exploded. If more needs to be done, it must be done by wholly 
new methods—and, what is more, by wholly new methods that 
require no more imports and reduce none of the pressure behind 
the export drive. It may not be wholly impossible to find some 
such new methods; but it might be safer to assume that 
will not, in fact, be found. If that is so, the only practical 
alternative to the general lines of policy that Sir Stafford Cripps 
is following is a reduction either in the standard of living o 
the people, or in the social welfare legislation that all parties 
have joined to put on the statute book, or in the capital pre 
gramme that is the best long-term hope of escape from austerity, 
It is far better to hope that the Four-Year Plan works out as Sir 
Stafford expects it to. 


Indonesian Debacle 


N the latest unfolding of the Indonesian crisis Dutch troops 

have crossed the truce line dividing them from the Republican 
forces of Indonesia—a line established, after earlier fighting, 
by the United Nations Good Offices Commission—have cap- 
tured the Republican capital and have taken into custody the 
chief officials of the Republican regime. 

The immediate reaction among the Western Powers io this 
reversion to force has naturally been grave concern and un- 
easiness. The United States, with Australian backing, has 
brought the issue before the Security Council and the Americans 
support the demand that the Dutch should return to the truce 
line and reopen negotiations. The Dutch, who claim to have 
lost faith in the ability of the Republicans to abide by any 


. agreement—two major ones have already been signed and dis- 


regarded—will refuse further outside mediation. At this point 
the Western instinct will be to denounce the Dutch for violating 
the United Nations charter and for acting in a spirit contrary 
to the whole tradition of Western colonial policy. Such a 
reaction is not unreasonable but, .unhappily for the peace of 
mind of the Western Powers, the situation in Java cannot be 
considered in either a moral or a political._vacuum. All round 
Indonesia, the South East Asian. world is in turmoil and dis- 
integration. Everywhere the Western position is challenged. 
The question that the Western Powers must sooner or later 
face, whether they do so now in the Security Council or later 
under still greater pressure of events, is whether their cherished 
principle of colonial: rule—in which the achievement of national 


creating in South East Asia. Fo ee 


ee 1946 since the dilemma had hardly arisen. 


- 


Since 1946, however, it has become more and more clear that 
many of the South East Asian communities are not ready fot 
self-government, that the forms of Western rule when practised 
by Eastern men quickly break down and that anarchy takes 
their place. This anarchy is in turn a forcing ground fo 
Communism which thrives on a combination of Utopian pro 
paganda and terrorism. Far from passing to independence, 
the communities threaten to become derelict, incapable a 
supporting their population economically, or else drift into 
new colonial dependence within the Russian sphere. What, 
in such circumstances, should the Western Powers attempt? 
Should they follow their liberal instincts at the risk of abandon 
ing their territories to nationalist anarchy and later to Com 
munism ? Or should they strengthen their rule at the cost of 
driving nationalist opinion:still more rapidly towards extr 

In fact, both ways have been tried. In Burma, the B 
withdrawal has reduced the kingdom to PScaate lignite 
anarchy in less than two years. In Indo-China, the French 
decision to stay has had the same result. 


* 
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chelate "the handling. ear aemese, a The 
Americans and the Australians have for the 
solution. They overlooked the Indonesian ublicans’ © 
as a Japanese-sponsored nationalist movement ; they gave t 


Republican regime a sort of de facto recognition ty alow 
© the dispute between the Netherlands and the Indoncsiat 


Republic to appear before the Council ; and it WS 


shove all American pressure that led the Dutch under prte 
to accept a “cease fire” a year ago. - British policy has bee? 
more hesitant. At first, largely out of expediency, the Bit 
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accupying forces dealt with the Republican regime. On the 
other hand, the British allowed the Dutch to replace them as 
the occupying force and thus gave the Netherlands the spring- 
board for restoring its rule in part of Java and Sumatra and 
in all the other islands of the Netherlands Indies. The British 
supported the “cease fire” and have consistently urged the 
Dutch to negotiate, But as the Communist upheavals in South 
East Asia increased during 1948, Britain’s need to suppress 
terrorists in Malaya clearly weakened the restraining influence 
it could bring to bear on the Dutch. 


In the policy pursued by the Netherlands Government itself, 
the West’s divided mind has been clearly demonstrated. On 
the one hand, there is no doubt that Dutch colonial thought 
has been liberalised both by the experience of becoming a 
“colony” of Germany and by enforced exposure to British 
colonial beliefs. The attempt to make Indonesia an equal 
partner with Holland in a Netherlands Union has been genuine. 
Step by step, as order has been restored, the non-republican 
areas of the Netherlands Indies have been drawn into a-federa- 
tion which is to become, in time, a sovereign constituent of 
the Netherlands kingdom. In its dealings with the Republicans, 
the Dutch Government has also gone much farther on the 
road to concession than has pleased dichard Conservative 
opinion in Holland itself. 


On the other hand, the Dutch have always set strict limits 
to the external sovereignty to be enjoyed by the federation 
or its constituent parts. By Western liberal standards, what 
was offered to the Republicans was less than the full national 
sovereignty they were in fact enjoying in parts of Java and 
Sumatra, and negotiations, however often renewed, always 
broke down on this or that aspect of the Indonesian claim to 
full independence. The final break occurred only ten days 
ago on the Dutch demand that a Netherlands Commander-in- 
Chief should command the Republican forces. The Dutch 
justify their hard bargaining by the state of Republican territory, 
which is a prey to economic stagnation and to a political 
disorganisation which culminated this autumn in a Communist 
rising against the Republican Government. The immediate 
excuse for breaking the truce was the alleged inability of the 
Republicans to control their own terrorists. In effect, therefore, 
Holland now claims that the risks inherent in leaving the 
Republicans to bring about still further economic and political 
disintegration outweigh the advantages to be gained by further 
negotiation in a liberai spirit. Liberalism has been overtaken 


by the realism of events. 
* 


The American decision to bring Indonesia before the Security 
Council has compelled the Western Powers to face at very 
short notice the problem of their response. All have interests 
in South East Asia. Some are bound to Holland ‘by a close 
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alliance. Others may soon join that alliance. . What ought 
they to do? Given their divided minds, should they remember 
their liberalism, condemn the Dutch, demand further negotia- 
tion and threaten to apply sanctions, which the’ Netherlands, 
unlike Britain or France, cannot ward off with a veto? Or 
should they attempt to see the Indonesian problem against its 
wider background—of Asiatic disorder, of Western divisions 
and uncertainties, of Communism’s rising power ? 

It is difficult in international law to assail the Dutch claim 
that the Indonesian Republic had at no time any right to 
sovereignty and that in re-establishing Dutch rule, the Nether- 
lands Government is simply regaining its lawful jurisdiction. 
But the case will not turn on legal points. The Western 
Powers must ask themselves on what concrete grounds they 
can attack the Dutch action. Can they do so because it is 
wrong to reconquer colonial territory taken over by the Japanese, 
or because it is wrong to defend colonial territory against 
nationalists whose nationalism does not coincide with one’s 
own ideas? On these charges, it is difficult for either France 
or Britain to speak, since both are engaged in suppressing 
nationalism and Communism in some of their own territories. 
Should the charge be based upon the flouting of the United 
Nations Good Offices Commission and the securing by force 
of what was only to be given by negotiation? The United 
States can hardly press home such a charge after its support 
of the Zionists who in the Middle East have flouted the United 
Nations in an identical way. 

Even the most damaging charge of all—which is simply 
that the Dutch have violated the peace—is not really as straight- 
forward as it may appear. To the Dutch, the Republican 
Government, nurtured by the Japanese, were usurpers, no more, 
no less. Other governments, believing this, would have fought 
and not negotiated. The Dutch, inclining to the liberal 
counsels of Britain and America, have spent over two years 
in negotiation, even though for at least eighteen months they 
have had grounds for believing that they could settle the issue 
by force. Their claim that the Indonesians neither respected 
the truce nor wished for a final settlement cannot be entirely 
dismissed—unless it is also part of the Western gospel that 
a Dutchman may never be believed in preference to an 
Indonesian. All in all, the case which the Western Powers 
can place before the Security Council is equivecal and they 
are: not especially well equipped to urge it. And quite apart 
from modesty over their own record, respect for Holland as 
a trusted ally should encourage them to restraint. 

This, surely, is the decisive point. . The Netherlands is a 
vital point in the system of Western defence—a system which 
has had to be built to stabilise the uncertain position in Europe. 
Since the alliance was begun, the situation in South East Asia 
has grown suddenly and much more alarmingly unstable, but 
far from the Western Powers evolving a joint strategy to counter 
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on page 1071 that the proof, contained in the Four-Year Plan, 


of Britain’s ability to pay its way by 1953 is based on a number 
of assumptions which, without being in any way impossible, 
have a distinctly sanguine tinge. Perhaps.the most. important 
of these unspoken optimistic hypotheses is the assumption that 
the economy can go on standing on tiptoe for four more years— 
indeed, for an indefinite period. 


* 


This assumption, and the practical consequences that flow 
from it, deserve much more serious attention than they usually 
receive. The policy has been generally christened that of 
austerity. But it is a silly misnomer, for a large part of it consists 
of a determination not-to abate anything of the social ambitions 
conceived and of the political commitments entered into in the 
starry-eyed ‘days of the war ; Sir Stafford Cripps is not one of 
those Ministers who are reported to be willing to forgo any item 
of the Labour Party’s programme; all must be carried out to 
the letter, nationalisation, social welfare schemes, full employ- 
ment, enhanced real wages and the rest, It is only in the carry- 
ing out of this grandiose programme that the austerity enters 
in. By keeping up the maximum pressure for output, by insist- 
ing on starving the home market in favour of exports, by cutting 
imports to the bone, by maintaining an apparatus of rationing 
and control more severe than any other democratic nation’s, 
by persisting in a crushing burden of taxes, by seeking and 
accepting foreign subsidies—by doing all these things the nation 
can just, but only just, afford the extras it voted to itself 
when it thought it was going to be rich. That it can be done, 
at least for a year, has been demonstrated. But can it go on 
much longer ? Can Sir Stafford preserve his precarious equili- 
brium in the middie of all the stresses and strains for even one 
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more year, with his own party showing so clearly that it dogg 
not like the price of what it has ordered ? * 
The answer, we must all hope, is Yes. For if it were No 





if the inspired gambles that make up. the Four-Year Plan do ny 
come off, if targets are not seached, if the run of luck 4 
bad, if the dollar deficit is not removed by the continuance of 
present policies, then the alternative prospects that will face the 
country will be unpleasant for everybody alike. If the country 
finds that it cannot for ever go on standing on tiptoe to reach 
the jam it thinks it deserves, and if its kind American frieng 
will not for ever provide a stool, then it has only two alternatives 
—cither it must grow up very quickly or it must go without the 
jam. The former choice is, of course, to be preferred; but jt 
is also likely to be much the more difficult to achieve. It has 
been apparent for a year past that no further great increase jp 
output can be achieved by the present combination of exhort, 
tion and controls, of egalitarian taxation and welfare legislation, 
The great myth that the nationalisation of an industry could 
quickly improve either its efficiency or its psychology has been 
exploded. If more needs to be done, it must be done by wholly 
new methods—and, what is more, by wholly new methods thar 
require no more imports and reduce none of the pressure behind 
the export drive. It may not be wholly impossible to find some 
such new methods; but it might be safer to assume that they 
will not, in fact, be found. If that is so, the only practical 
alternative to the general lines of policy that Sir Stafford Cripps 
is following is a reduction either in the standard of living ef 
the people, or in the social welfare legislation that all partes 
have joined to put on the statute book, or in the capital pm 
gramme that is the best long-term hope of escape from austerity. 
It is far better to hope that the Four-Year Plan works out as Sir 
Stafford expects it to. 


Indonesian Debacle 


N the latest unfolding of the Indonesian crisis Dutch troops 

have crossed the truce line dividing them from the Republican 
forces of Indonesia—a line established, after earlier fighting, 
by the United Nations Good Offices Commission—have cap- 
tured the Republican capital and have taken into custody the 
chief officials of the Republican regime. 

The immediate reaction among the Western Powers to this 
reversion to force has naturally been grave concern and un- 
easiness. The United States, with Australian backing, has 
brought the issue before the Security Council and the Americans 
support the demand that the Dutch should return to the truce 
line and reopen negotiations. The Dutch, who claim to have 
lost fait in the ability of the Republicans to abide by any 
agreement—two major ones have already been signed and dis- 
regarded—will refuse further outside mediation. At this point 
the Western instinct will be to denounce the Dutch for violating 
the United Nations charter and for acting in a spirit contrary 
to the whole tradition of Western colonial policy. Such a 
reaction is not unreasonable but, unhappily for the peace of 
mind of the Western Powers, the situation in Java cannot be 
considered in either 2 moral or a political vacuum. All round 
Indonesia, the South East Asian world is in turmoil and dis- 
integration. Everywhere the Western position is challenged. 
The question that the Western Powers must sooner or later 
face, whether they do so now in the Security Council or later 


under still greater pressure of events, is whether their cherished - 


principlee of colonial rule—in which the achievement of national 


coponlity esthes bes Sedagiiieinke tia: nibiadiaalcn held paid Ot 


political place—can in fact be hurriedly realised in the kind 


of world native nationalism and Communist penetration are _ 


creating in South East Asia, This question could not be asked 


in 1945 and even 1946 since the dilemma had hardly arisen. 


Since 1946, however, it has become more and more clear that 
many of the South East Asian communities are not ready fo 
self-government, that the forms of Western rule when practised 
by Eastern men quickly break down and that anarchy takes 
their place. This anarchy is in turn a forcing ground for 
Communism which thrives on a combination of Utopian pire 
paganda and terrorism. Far from passing to independenge, 
the communities threaten to become derelict, incapable of 
supporting their population economically, or else drift ito 
new colonial dependence within the Russian sphere. What, 
in such circumstances, should the Western Powers attempt? 
Should they follow their liberal instincts at the risk of abandom 
ing their territories to nationalist anarchy and later to Com 
munism ? Or should they strengthen their rule at the cost of 
driving nationalist opinion still more rapidly towards extremism? 
In fact, both ways have been tried. In Burma, the British 
withdrawal has reduced the kingdom to Communist-threatened 
anarchy in less than two years. In Indo-China, the French 
decision to.stay has had ‘whe same; repels. 


* 


The evidence of the West’s divided mind has been above al 
obvious in the handling of the Indonesian crisis. The 


Americans and the Australians have pressed for the “ liberal” 
solution. They overlooked the Indonesian Republicans origi 


to accept a “cease fire” a year ago. 
more hesitant. 
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accupying forces dealt with the Republican regime. On the 
other hand, the British allowed the Dutch to replace them as 
the occupying force and thus gave the Netherlands the spring- 
board for restoring its rule in part of Java and Sumatra and 
in all the other islands of the Netherlands Indies. The British 
supported the “cease fire” and have consistently urged the 
Dutch to negotiate. But as the Communist upheavals in South 
East Asia increased during 1948, Britain’s need to suppress 
terrorists in Malaya clearly weakened the restraining influence 
it could bring to bear on the Dutch. 


In the policy pursued by the Netherlands Government itself, 
the West’s divided mind has been clearly demonstrated. On 
the one hand, there is no doubt that Dutch colonial thought 
has been liberalised both by the experience of becoming a 
“colony” of Germany and by enforced exposure to British 
colonial beliefs. The attempt to make Indonesia an equal 
partner with Holland in a Netherlands Union has been genuine. 
Step by step, as order has been restored, the non-republican 
areas of the Netherlands Indies have been drawn into a-federa- 
tion which is to become, in time, a sovereign constituent of 
the Netherlands kingdom. In its dealings with the Republicans, 
the Dutch Government has also gone much farther on the 
road to concession than has pleased dichard Conservative 
opinion in Holland itself. 


On the other hand, the Dutch have always set strict limits 
to the external sovereignty to be enjoyed by the federation 
or its constituent parts. By Western liberal standards, what 
was offered to the Republican’ was less than the full national 
sovereignty they were in fact enjoying in parts of Java and 
Sumatra, and negotiations, however often renewed, always 
broke down on this or that aspect of the Indonesian claim to 
full independence. The final break occurred only ten days 
ago on the Dutch demand that a Netherlands Commander-in- 
Chief should command the Republican forces. The Dutch 
justify their hard bargaining by the state of Republican territory, 
which is a prey to economic stagnation and to a political 
disorganisation which culminated this autumn in a Communist 
rising against the Republican Government. The immediate 
excuse for breaking the truce was the alleged inability of the 
Republicans to control their own terrorists. In effect, therefore, 
Holland now claims that the risks inherent in leaving the 
Republicans to bring about still further economic and political 
disintegration outweigh the advantages to be gained by further 
negotiation in a liberal spirit. Liberalism has been overtaken 


by the realism of events. 
* 


The American decision to bring Indonesia before the Security 
Council has compelled the Western Powers to face at very 
short notice the problem of their response. All have interests 
in South East Asia. Some are bound to Holland by a close 
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alliance. Others may soon join that alliance. What ought 
they to do? Given their divided minds, should they remember 
their liberalism, condemn the Dutch, demand further negotia- 
tion and threaten to apply sanctions, which the Netherlands, 
unlike Britain or France, cannot ward of with a veto? Or 
should they attempt to see the Indonesian problem against its 
wider background—of Asiatic disorder, of Western divisions 
and uncertainties, of Communism’s rising power ? 

It is difficult in international law to assail the Dutch claim 
that the Indonesian Republic had at no time any right to 
sovereignty and that in re-establishing Dutch rule, the Nether- 
lands Government is simply regaining its lawful jurisdiction. 
But the case will not turn on legal points. The Western 
Powers must ask themselves on what concrete grounds they 
can attack the Dutch action. Can they do so because it is 
wrong to reconquer colonial territory taken over by the Japanese, 
or because it is wrong to defend colonial territory against 
nationalists whose nationalism does not coincide with one’s 
own ideas? On these charges, it is difficult for either France 
or Britain to speak, since both are engaged in suppressing 
nationalism and Communism in some of their own territories. 
Should the charge be based upon the flouting of the United 
Nations Good Offices Commission and the securing by force 
of what was only to be given by negotiation? The United 
States can hardly press home such a charge after its support 
of the Zionists who in the Middle East have flouted the United 
Nations in an identical way. 

Even the most damaging charge of all—which is simply 
that the Dutch have violated the peace—is not really as straight- 
forward as it may appear. To the Dutch, the Republican 
Government, nurtured by the Japanese, were usurpers, no more, 
no less. Other governments, believing this, would have fought 
and not negotiated. The Dutch, inclining to the liberal 
counsels of Britain and America, have spent over two years 
in negotiation, even though for at least eighteen months they 
have had grounds for believing that they could settle the issue 
by force. Their claim that the Indonesians neither respected 
the truce nor wished for a final settlement cannot be entirely 
dismissed—unless it is also part of the Western gospel that 
a Dutchman may never be believed in preference to an 
Indonesian. All in all, the case which the Western Powers 
can place before the Security Council is equivocal and they 
are not especially well equipped to urge it. And quite apart 
from modesty over their own record, respect for Holland as 
a trusted ally should encourage them to restraint. 

This, surely, is the decisive point. The Netherlands. is a 
vital point in the system of Western defence—a system which 
has had to be built to stabilise the uncertain position in Europe. 
Since the alliance was begun, the situation in- South East Asia 
has grown suddenly and much more alarmingly unstable, but 
far from the Western Powers evolving a joint strategy to counter 
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the new threat, they have not even given the faintest sign of 
engaging in joint consultation. Part of the essential character 
of this threat is that it swallows up peoples from whom Western 
support has been withdrawn (as in Burma) or to whom in- 
sufficiently effective support has been given (as in China). 
After long delays, after genuine efforts at conciliation, the Dutch 
have applied the logic of this situation to the Indonesian 
preblem. Are their Western allies now to turn on them, and 
brand them as aggressors for a policy which each has practised 
or would have to practise in face of the same threat? The 
liberals are not to be blamed because their favourite road of 
independence leads in some cases not to independence, but 
to chaos and disintegration. Since, however, they are daily 
faced with the evidence of the fact, they are merely blind if 
they cannot adapt their policy to fit the new conditions. 

Yet even if the conclusion must be reached that the 
Americans and Australians are unwise in arraigning Holland 
before the Security Council, even if it is admitted that the 
need among the Western Powers is not recrimination but a 
jomt response to the Communist challenge in South East Asia, 
does it follow that the whole of their liberal thinking must be 
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abandoned and that from henceforth a group of grim Real- 
politiker must plot the course of the Western Powers ? Such 
a conclusion only follows if the conferring of immediate 
independence on any nationalist leadership available at the 
time constitutes the sum of liberal wisdom—which it clearly 
does not. On the contrary, if the Western Powers decide to 
stay and meet the challenge of Communism in lands where 
so many forces work against them, there will be needed from 
them a much more difficult and constructive liberalism than 
that which satisfies itself by simply cutting the painter. The 
liberalism of today demands in Western colonial practice a 
progressiveness and a social advance which put their former 
more political liberalism into the shadow. If the Western 
nations will only make the effort to work out together a co- 
operative policy for South East Asia and to put behind it the 
full measure of their experience and their resources, it will be 
found that in the long run the defence of the liberal tradition, 
the defence of national freedom itself, will be better preserved 
by contributions in thought and wealth and manpower—which 
demand sacrifices—than by speeches in the Security Council— 
which do not. 


Leaks in the French Economy 


“rHE French people must by now be hardened to being told 

that they stand at the crossroads between the path of 
economic stability and prosperity and the path that leads to 
econamic chaos and political weakness. Save for the briefest 
intervals, the economic history of France for many centuries 
past has been one of chronic monetary instability, deteriorating 
at intervals into sheer insolvency. So recurrent have been the 


- crises that the average Frenchman has difficulty in any longer 


texing his national finances seriously. Perhaps, over the cen- 
turies, monetary instability has done less ultimate harm to 
France than might be supposed. What could be called the 
ordinary crises come and go without leaving much permanent 
trace. But every now and then there is an extraordinary crisis 
that threatens to bring down, for a time, the structure of the 
French state. By all the signs and portents, this is one of those 
occasions. For what is happening at present is not merely that 
the French Government is living beyond its means—that is 
almost a normal state of affairs—but that France itself is con- 
suming wealth at a considerably faster rate than it is being 
created. The French people are living on their own capital and 
on other nations’ bounty. Neither process can go on very long. 
But if they stop before French efforts have put something in 
their place, the result can only be a sharp deterioration in the 
national standard of life. 

The facts that are needed to document this diagnosis are set 
out, with his customary lucidity and force, by M. Jean Monnet 
in the third interim report on the progress of the plan with which 
his name is associated, which was issued in Paris last week. The 
report purports to cover the plan of investment during the first 
six months of 1948 ; but in fact it is a cogent argument on the 
crisis in which France now finds itself, and a summons to make 
the effort of political courage necessary to emerge from it. 

Whatever else may be responsible for the steady deterioration 
of French finances, it is not any inadequacy of physical produc- 
tion. The level of output, it is true, was very low at the time 
of liberation, and even in 1946 the general index of industrial 
production was still more than 20 per cent below the 1938 level. 
But the last two years have shown an impressive recovery and in 


the first half of this year the index stood at 114. The average’ 
for the second half of the year will have been depressed by the 


coal strike, but the present level of production is again consider- 
ably above the prewar figure. The most 


the last two years have been in stecl, where obtput has nearly 
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reached the 1937 peak, in coal, where the 1939 peak has been 
well surpassed, and in the production of electricity and cement. 
Shipbuilding has increased fourfold since 1946 and in the middle 
of this year the tonnage of merchant shipping under construc- 
tion in France was second in the world only to that of the 
United Kingdom. The darkest corner of the production picture 
is in agriculture ; the 1947 harvest was disastrous and that of 
1948 is probably still some 15 per cent below the prewar level. 

M. Monnet’s more immediate concern is with the creation of 
new fixed industrial capital, particularly in the half-dozen key 
industries that were singled out in his original report for special 
attention. Here, too, the report can tell of reasonably satisfactory 
progress. The value of new equipment installed in 1947 was 
29 milliards of francs of 1938 value and was at the annual rate 
of 30 milliards of 1938 francs in the first half of 1948, compared 
with a mere 8 milliard in 1938 itself. The increase in indus- 
trial equipment is not, in fact, as great as these figures would 
suggest, since buildings of all kinds absorbed 13 billion in 1947 
and 11 billion (annual rate) in the first half of 1948, against 
almost nothing in 1938. Nevertheless, it is clear that some invest- 
ment in fixed capital is going on. Indeed, figures in the report 
indicate that total gross capital creation in 1948 has been running 
at the rate of 24 per cent of the gross national output, which is a 
high proportion by any standards. Indeed, the outside observer 
will be tempted to conclude that these figures are far too good 
to be true. In a state of hyper-inflation there is a great deal of 
conscious and unconscious consumption of capital that never 
gets into estimates of national income, which tend therefore to 
include all of the pluses and none of the minuses. The com- 
bined effect of the Monnet plan and of monetary inflation is 
probably to increase France’s fixed capital and to drain its 
working capital. It is significant that over half of the privately 
financed capital investment of the last two years has been 
paid for with bank credit ; nor can the Government’s contribu- 


tion be regarded as wholly derived from non-inflationary — 


sources. Moreover, many of the basic industries are now 


publicly owned and running at constantly mounting deficits. ~ 


It is politically difficult either to raise their-charges or to cut — 


their expenditure and their appropriations for maintenance of — 


capital have proved to be far too tempting’ targets for the 
politicians. It is doubtful how far the existing capital of these 


~ 





industries is being maintained, and it is certainly not being 
maintained out of revenue. French national savings are certainly ~ 
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not enough to pay for the new capital creation that is going on ; 
a complete reckoning of things seen and unseen might even 
show that there is, on balance, no net saving at ail. 

The defects in the French economy in fact, are those of 
finance, not of physical production. The two running sores are 
the balance of payments and the budget. In 1947, French 
imports and other overseas payments amounted to $2,815 
million. Of this total, French exports sufficed to meet only 


37 per cent; a further 18} per cent came from reserves” 


and private assets; and as much as 444 per cent came from 
external aid. At the beginning of 1948, in an effort to correct 
this disparity, the franc was sharply devalued. Nevertheless, in 
the first half of 1948, the position got worse. Imports and other 
charges amounted (on an annual basis) to $2,658 million ; but 
exports covered only 33 per cent of the total and foreign aid 
had to rise to 49 per cent. Examination of the export figures 
shows a most peculiar state of affairs. In the first half of 1948, 
exports were I§ per cent lower than in the previous year by 
dollar value, but 36 per cent higher by weight. Though there 
are some other partial explanations of this paradox, the main 
explanation is that French exports are under-invoiced. In other 
words, there is a large flight of capital, which unofficial estimates 
put at $500 million, a sum equal to half the American aid 
extended to France this year. 

The second running sore is the budget. Under happier cir- 
cumstances, France’s budget would be nobody else’s business. 
Today, however, the welfare of the eighteen other Luropean 
nations joined together in the European Recovery Programme is 
linked to the French economy. What happens in Paris may well 
affect the standard of living in Perth and Palermo. 

What is happening in Paris at present is the familiar December 
spectacle of budget-making. The Government has . produced 
proposals which do not, indeed, balance the budget but which 
reduce the gap between income and expenditure to a figure 
which the optimists can argue is non-inflationary. Unfortunately, 
its means of closing the gap are politically circumscribed. Any 
attempt seriously to reduce expenditure would inevitably mean 
throwing voters out of work, and any attempt seriously to 
increase direct taxation, or any form of taxation on the agricul- 
tural population, would run up against the well-known obstacles 
that generations of finance ministers have learned to respect. All 
that can, therefore, be done, in effect, is to increase indirect 
taxes still further—which will infallibly lead to demands for 
higher wages, which will increase expenditure, which will 
prevent even the optimists from pretending that inflation will 
now stop. The Government’s initial proposals, as usual, look 
like being too much for large sections of the Chamber. 

Expenditure in 1949 is estimated at Frs. 1,250 milliard on the 
ordinary budget and at Frs. 615 milliards on the extraordinary 
budget of capital expenditures. The total of Frs. 1,865 milliard 
is equivalent to £1,760 million at the current official rate of 
exchange, which certainly does not under-value the franc, Taxa- 
tion is estimated to produce Frs. 1,385 milliard, including the 
fruits of the Government’s new measure of fiscal reform. The 
gap of Frs. 480 milliard, or about a quarter of the total, is to be 
closed, in the main, by two major operations, first, the inclusion 
of Frs. 280 milliards representing the “ counterpart ” of Ameri- 
can aid—that is, the francs earned by the French Government 
by selling the goods it gets free from the United States—and, 
second, Frs. 100 milliards to be raised by a loan, whose contri- 
butors are promised an amnesty from investigation into the 
source of the funds they subscribe. The theory of a current 
budget covered by revenue and of a capital budget covered by 
savings and capital receipts is unexceptionable. But in practice 
everything depends on whether the revenue comes in to cover 
the first budget and the savings to cover the other. Many 
French observers believe that there is more than a little optimism 
in the balancing of the ordinary budget ; as for the capital 
budget, the Marshall counterpart, though it is a real source of 
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finance, is also a temporary one, and the conditions attaching 

to the loan do not sound as if it is even hoped to attract many 

genuine new savings. The test, in the end, will be severely: 
practical: will the Government get through the year without 

recourse to the banks? And since, even in the budget estimates; 

genuine recurring revenue covers only three-quarters of the 

expenditure, the answer is almost certainly in the negative, 

It seems, therefore, that the two leaks will continue. 
France, as a country, will continue to pay for only a third of its 
imports ; and the French Government will continue to raise in 
revenue only, at most, three-quarters of what it spends. 


x 


Yet the problems of the French economy, as national economic 
problems go these days, are simple. A few rough’ statistical 
comparisons will serve to put them into proportion. If the com- 
parison is with the United Kingdom, the object is not to vaunt 
what has been achieved in one country or to denigrate what has 
been done in the other, but simply because comparison between 
such close neighbours is natural. 

The French gross national product, according to the Monnet 
report, was running in the first half of 1948 at the annual rate 
of 376 milliard prewar francs and is probably still at about the 
same level in that elusive historical currency. The indices of 
franc prices are now reaching 2,000 per cent of prewar, so that 
the gross national product in today’s even more elusive francs 
can be put at about Frs. 7,500 milliard. It would therefore 
appear that the total expenditure of both French budgets is 
about 25 per cent, and estimated revenue rather less than 20 per 
cent, of gross national product. The corresponding British 
figures are something like 35 per cent for revenue and 32 per 
cent for expenditure. The level of British taxation, as every- 
body knows only too well, is monstrously too high. But any 
postwar Chancellor of the Exchequer would consider himself 
lucky beyond his wildest dreams if he had to raise in taxation 
only 25 per cent of the gross national product ; he could reduce 
taxation by an amount equal to three-quarters of the whole yield 
from income tax, or two-thirds of the whole Customs and Excise 
revenue. Judged in non-political terms, the problem of stopping 
inflation in France is easy: it requires simply that the French 
Government should levy taxes at about three-quarters of the 
rate that other countries have found possible. ‘rhe possibility 
can be illumined by another comparison: the consumption of 
the people takes 764 per cent of the gross national product in 
France, but only 68 per cent in Britain, 

The other leak—that of the balance of payments—would be 
harder to stop. But again the problem looks simple alongside 
that of other countries. France is much more nearly a self- 
supporting country than Britain ; foreign trade is much more 
marginal. At present the average Frenchman is importing about 
$62 worth a year of visible goods and invisible services and 
paying for them with $22 worth of his own exports. Relatively, 
the gap is enormous ; but the imports are only some 8 or 9 per 
cent and the exports 3 per cent of the gross output, 
The British figures are 15 to 16 per cent and 13 to 14 per cent, 
respectively. Clearly, the effort and the readjustment that would 
be involved for the Frenchman either in cutting down his con- 
sumption of foreign goods and services or in expanding the pro- 
portion of his own output that is sold abroad would need to be 
far smaller proportionately than the sacrifices and the exertions 
that are already being made on this side of the channel. 

That the French have serious problems to face nobody would 
wish to deny. But those problems are not economic ; they are 
political. They are the problems of asserting self-control and 
collective authority. There is nothing wrong with the French 
economy that a short period of firm, honest and courageous, 
government could not easily set right. The problem before the 


French people is how to give themselyes such government. 


without falling prey to dictgtorship, 
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Paying for Sickness 


UMOURS have been rife about the cost of the national 

health service almost from the day it was introduced, 
burt very little hard information has been available on the 
extent to which the estimates were being exceeded—that they 
were being exceeded was accepted as a matter of course. Last 
week, however, in a parliamentary answer, the Munister of 
Health gave the actual amounts that had been spent from 
public funds, excluding the amount spent by local health 
authorities on their services, on the five main branches of 
the health service in its first five months, and the figures are 
reproduced below, together with the original estimates for 
the nine months, July §, 1948, to March 31, 1949. 


£000 

Spent 

Estimate July 5 to 

1948-49* Nov. 30* 

He spital DS cedesGhe se eee b> 8 0b as hans 107 196 58 000 
General medical services ............. 27,500 7,983 
Pharmaceutical services ...........--. 11,450 5,439 
DOBEAL BOT VIOOE x. o.b.o0-sincnns 03 seen cene 7,150 5,542 
Ophthalmic services ... ee 49° 2,080 4,048 

* Eng 2, i ne w ales only. 


It should be pointed out that the amounts actually spent 
do not represent the total liabilities incurred in this period. 
Even so, the figures bear out the general impression of the 
working of the health service: that the general practitioners 
have some cause for their complaints that they are underpaid ; 
that the cost of prescribing accords roughly with the estimate ; 
and that the dentists and opticians are dcing extremely well. 

General practitioners are paid a capitation fee for each 
patient on their list and a mileage payment for visiting ; there 
is also a special inducement fund for doctors in under-doctored 
or sparsely populated areas, and a basic salary of £300 a year, 
for which any pr ractitioner can apply, in the first instance to the 
local executive council and, if rejected, on appeal to the Minister. 
This basic salary has to be paid out of the pool allotted to each 
executive council for payment of the capitation fees to the 
doctors in their area. Doctors who receive it are given a capita- 
tion fee one-seventh less than the normal rate. Nevertheless, 
its effect is to subsidise the less successful doctors at the expense 
of their colleagues. This charge on the pool, together with 
the fact that the first instalment of the sum allocated to the 
executive councils was less than it should have been, the 
Ministry preferring to settle up any deficiency at the end of 
the year rather than to overpay to begin with, has been the 
cause of much discontent. The {8,000,000 shown as spent 
in the first five months really represents the payment of the 
first three months, as general practitioners are paid quarterly. 
In the nine months to March 31, 1949, on the same basis, 
doctors would be paid £24 million, £3,500,000 less than the 
estimate, which was calculated on the assumption that fewer 
docters would join the service than has in fact been the case. 
There does, therefore, seem to be some substance for the 
doctors’ complaints—at present being investigated by a sample 
survey of their earnings—although it has repeatedly been said 
that underpayments will be made up in the final settlement. 

The amount spent on the pharmaceutical service should not 
be regarded too favourably. If the same rate were maintained 
throughout the nine months, the total would be {9,790,000 
compared with an estimate of £11,450,000. But dispensing 
is, largely a seasonal occupation, and the peak period has still 
to come, 

The actual liability for the dental and 
cphthalmic services is likely to be much bigger than the amount 
spent in the first five months indicates, for the rate has increased 
from month to month. Indeed, it was estimated in the British 


Dental Fournal of November 19 that the cost of the dental 
service was then running at the rate of £28 million in a ful] 
year, which would be a rate of £21 million for nine months, 
Mr Bevan’s decision to cut the top off dentists’ earnings shoulg 
reduce the cost to a certain extent, but it is difficult to see 
how. payments that are based on items of treatment performed 
can be anything but heavy. One need not suggest cynically 
that digging holes and filling them up again is the classic method 
of making employment. The fact is that there is a heavy, 
unsatisfied demand for treatment, which dentists are naturally 
trying to meet. If the fees for each item of treatment are 
greatly reduced, it will only lead to the danger that dentists 
will work excessively long hours to earn more money. 

The truth is that the ideal method of paying the practitioners 
in a free health service has yet to be found. Payment by 
salary is hard on the patient, for it denies him free choice 
of doctér or dentist—doctors paid the same amount will tend 
to do the same amount of work; the lack of incentive in a 
salaried service also discourages the best people from entering 
it. Payment by items of service is hard on the taxpayer. 
Payment by capitation fee is hard on the practitioner ; it means 
that, no matter how great the demand for his services from 
his patients, he gets no additional reward. Nevertheless, it 
does seem the best of the three methods. It enables the cost 
of the service to be estimated fairly closely ; it ensures free 
choice for the patient ; and it provides some incentive for the 
practitioner. Is there any reason why it should not be tried out 
in the dental service ? 

* 


There remains the hospital service, which accounts for well 
over half the total cost of the health service. The figure 
given by Mr Bevan for the cost of the hospitals in the first 
five months does not seem unduly high. It would give a 
total of £104,400,000 in the nine months, which is actually 
just below the estimate. But the budgets of the regional 
hospital boards for the year 1949-50 give a less favourable 
picture. They estimate a total gross expenditure, including 
capital expenditure, of {£157,680,000. This compares with 
the Ministry of Health’s estimate for the regional boards’ 
expenditure only—that is, excluding the teaching hospitals’ 
expenditure—in the present year of £129,414,000 when 
calculated on an annual basis. 

In fact, it is not so much the cost of the hospital service 
at present that causes anxiety as the mounting cost from year 
to year as plans for expansion are framed and put into opeta- 
tion. At the moment, the maintenance cost of a hospital bed 
shows big variations from hospital to hospital, both in Londoa 
and in the country as a whole. All, however, have this in 
common—ihe cost is increasing from year to year. In London, 
the average cost of a bed in the former voluntary general 
hospitals was {11 7s. 6d. a week in 1947. In the whole of 
England and Wales, 388,000 hospital beds were taken ovet 
on July 5. If the eventual cost of each is put at £10 a week, 
it gives an expenditure of £194 million a year on in-patient 
treatment alone, let alone out-patient treatment, the cost of 
other services and the cost of teaching and research. Even 
if, by the economies of large-scale t, it is possible. 


to maintain a hospital bed efficiently at a cost of, ahi -0 0a 
the total cost is still likely to rise because of the planned, 
increase in the number of beds. 

It is true that Mr Bevan has : 
boards’ budgets. _He ma 
cut, and so may any 
years. But it would 
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cut with the duty imposed on him by the first clause of the 
National Health Service Act: 


to promote the establishment in England and Wales of a 
- comprehensive health service designed to secure improvement 
in the physical and mental health of the people of England and 
Wales, and the prevention, diagnosis and treatment of illness . . . 


As the secretary of a regional board points out in a letter on 
page 1061 this week, no one in close touch with the hospital 
service and aware of the great needs to be met can be expected 
to impose a check. Only the Minister can place a limit on 
the hospitals’ expenditure, and there will be constant pressure 
on him to raise it. 


Of all the costly social services of the modern state, a health 
service is likely to prove the costliest. Far more than education, 


NOTES OF 


“Honourable Peace’’ in China ? 


After three weeks of negotiation with political leaders in 
Nanking Dr Sun Fo has at last succeeded in forming a Cabinet 
and has told correspondents that his policy will be to fight on until 
he can get an “ honourable peace.” He refused to state his terms 
for peace, and indeed the basis of negotiation will be determined 
by the development of the military situation, which changes from 
day to day. The new Cabinet includes representatives of the 
Kuomintang “Old Guard,” so it appears that the latter are now 
prepared to bring the civil war to an end by a partition of China 
or a coalition at the centre or a combination of both. They have 
to recognise that Manchuria and North China are lost—there are 
signs that General Fu Tso-yi, who still holds Peiping and Tientsin 
in isolation from Nanking, is independently making his peace with 
the Communists—and the only question for them is whether they 
can hold on to Nanking and South China. As long as they can 
keep back the Communists from Nanking they have a chance of 


survival, but if the armies now fighting in defence of the capital . 


are destroyed, it is unlikely that a firm stand could be made any- 
where else in China, except in the island of Formosa, where the 
Government would be already virtually in exile even though still 
on Chinese soil. The battle for Nanking, therefore, appears to be 
the decisive action ; the Government forces have so far been the 
losers, but not yet so definitely as to place the capital in Com- 
munist hands, and the Government’s. bargaining hand seems 
slightly stronger than it was a week ago, even though this may be 
only a momentary respite. 

If the Government can hold Nanking, and if, as is not impos- 
sible, the Communists also are feeling the strain of prolonged 
warfare and are in need of a breathing-space, a peace might be 
arranged which would leave the Communists in control of the 
Manchurian and North China provinces, with some representation 
in the central Government, but not a preponderance. If, on the 
other hand, Nanking falls and the Kuomintang breaks up into 
die-hard and compromise factions, as it would then almost 
certainly do, the Communists would have preponderance in any 
coalition Government which could be formed and would in par- 
ticular decide its foreign policy. The Communists would, 
however, do their best to conceal their overruling power by the 
temporary appointment of decorative liberals to as many portfolios 
as possible, in order to obtain American diplomatic recognition. 
Whether to extend recognition to such a Government would 
be the crucial question to be decided by President Truman. 


* x x 


Deadlock in Western Germany 


The German constitution-makers at Bonn continue to make 
heavy weather, but it is arguable how much of the responsibility 
can be pinned on them, It is true that the division between 
centralisers and federalists is strong and is crystallised in the party 
division between Socialists and Christian Demecrats. Although 
on the key question of the financial powers of the future central 
government, the finance committee has reached agreement and 
plumped for the vesting of rights of direct taxation in the central 
authorities, uncertainty hangs over the mission’s powers. Its 


financial decisions may be overruled later and, for the time being, 
it is paralysed by a split between those who believe the constitu- 
tion cannot be formed until the Allies have handed in their 
Occupation Statute (the Socialists are of this group) and those 
who argue—surely with more reason—that while the Statute is 
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more even than old age pensions, the treatment of ‘sickness 
has a popular appeal that is very difficult to resist. It is 
certainty arguable that fewer man-hours are lost to industry 
by sickness treated than by sickness untreated, and that a 
nation made healthier through the resources of a health service 
will have a greater productive capacity. But this has yet' ‘to 
be proved. All the evidence seems to show that, in spite of 
the great advances in medicine, the burden of treating sickness 
increases from year to year. When one illness disappears, there 
is always another to take its place—science is overcoming many 
diseases, but it has yet to conquer Disease. Until it has done 
so, the nation will have to face, so long as the principle of 
a free health service is maintained, a mounting bill for its 
maintenance. 


THE WEEK 


ephemeral, the constitution is likely to be lasting, and that 
the important thing is to clarify German views on the more 
fundamental document. 

It is at this point that German efforts have! become ‘bedevilled 
by the Allies’ own failure to agree. The split between the “ wait 
and see” school of thought and those who urge the completion 
of the constitution would certainly be of little importance if the 
Occupation Statute were about to appear. Unfortunately, there 
now seems little hope of this, for the deadlock between the three 
Military Governors is now absolute, the matters at issue have 
been referred back to the various governments and only a 
genuine retreat on the side either of the “ Anglo-Americans ” 
or the French will make compromise possible. . 

Significantly, the split between the Allies takes a form similar 
to the division between the Germans. Under cover of the question 
of occupation costs, the old issue of centralisation versus federalism 
has been raised in a new form. The Anglo-American Governors, 
with an eye on the taxpayer at home, argue that some economic 
centralisation is necessary, otherwise Germany will never be 
efficient enough to pay its way. The French have no desire for 
an efficient Germany and regard a loose federation as a guarantee 
of weakness. But how can the question of what authority should 
pay occupation costs be decided un,’! financial powers are vested 
either in central or regional bodies ? A centralised government 
will pay costs from the centre. In a loose federation, each state 
will be responsible. In their inability to agree on one or the 
other, the Military Governors have now adjourned their dis- 
cussions Sine die. 

If fear of a speedy birth of a western German state caused the 
Russians to blockade Berlin, that fear appears misplaced. All their 
policy has done is to provide an excuse for the concentration 
of large Allied forces in Europe while the German state’s travail 
is indefinitely prolonged. If logic ruled the Russians’ policy, they 
might now reconsider the tactics of blockade. 


* * * 


Russia Backs Poland 


It is perhaps fortunate for the western Powers that Russian 
policy is calculated to ensure the enmity of Germans, even though 
it by no means turns them into friends of the West. For the 
Germans, one question overrides all others—which side will be 
most likely to return the lost territories east of the Oder-Neisse 
line? The millions of refugees eating their resentful fellow- 
countrymen out of house and home constitute by far the most 
important political factor in Germany today and in the days to 
come. 

For this reason, it is of the utmost importance that the Polish 
Premier, Cyrankiewicz, speaking at the “merger.” congress of 
the Polish Workers (Communist) Party and the Socialist Party on 
December 16th, affirmed that the SED, the German Socialist 
Unity (Communist) Party, was pledged to uphold the Oder-Neisse 
frontier : 

German partition is becoming a fact. The SED, after ridding 
itself of its Social-Democrat heritage, has been transformed into a’ 
party of the new type. Its object must be to waken the class~ 
consciousness of the German working-class, which was blunted by 
Nazism.. The touchstone of Germany’s democratisation must be its. 
attitude to.its eastern boundaries.. The SED leadership recently. put 
this question very clearly before its members. A campaign has been. 
lauached to have this fact recognised and to popularise among the 
masses the achievements and successes of the Polish people. 
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The leaders of the SED were present at the Congress and 
echoed the Polish Premier’s statement. .One of tem, Franz 
Dahlem, added that “the stronger Poland grows, the more rapid 
will be the building of a new system in Eastern Germany, and 
the sooner will the working-class in western Germany be able 
to profit by the SED’s example.” 

It is evident that Russia has been forced for the time being 
to sacrifice its chances of winning the Germans in order to secure 
Polish agreement to collaboration with the Soviet Zene. Russia 
hopes to weld Poles and Germans into one Communist bloc, just 
as it once heped to fuse Jews and Arabs under the banner of 
allegiance to Moscow. Polish economic aid for the Soviet Zone is 
even moze important than political coliaboration, particularly since 
western German supplies were cut by the counter-blockade 
imposed by the Anglo-Americans as reprisals for the blockade 
ef Berlin. Poland is now, after the Soviet Union, the eastern 
Zone’s largest trading partner, and is said to be selling the Soviet 
Germans as much as it did to the whole of Germany before 
the war. 

The political price for this aid is, nevertheless, extremely heavy. 
If the statements made at the Warsaw Congress are sufficiently 
publicised in the West, the mistakes and deadlocks in Bonn and 
Frankiurt will lose much of their danger, 


* * * 


Cost of Living Debate 


Mr Maurice Webb, the chairman of the Parliamentary Labour 
Party, remains quite impenitent. Raising the cost of living question 
in the Adjournment Debate, he repeated the arguments with which 
for the last few weeks he has been bombarding the Govern- 
ment. The high cost of living “threatens the success of the 
whole Government programme.” It is all very well to agree 
that the national situation demands a certain amount of going 
without ; the essential thing is that this going without shall 
not be determined by prices, for this the workers wif] not stand. 
They will come forward with “an inevitable upsurge of fresh 
wage demands.” This would be inflationary ; whereas the grant, 
to these same groups, of greater purchasing power, whether by 
giving “more cash to spend” (the distinction between “more 
cash” and higher wages seems tenuous) or by cutting prices, 
would, apparently, carry no inflationary danger. On the other 
hand, they will cheerfully “go without” so long as their abstin- 
ence is imposed by ration and quota; so long, that is, as no 
possibility exists for anyone to go out and by earning a little 
extra money qualify for a little extra wellbeing. Or so one 
must infer from certain passages of Mr Webb’s speech ; though 
it is hard to believe that anyone could be quite so blind to the 
lessons of the last three years. 

There is a grain, just a grain, of justification for the plea that 
an inflation dammed up and diverted by controls is better than 
one which runs its course through higher prices, higher wages 
and higher prices again. It is easier to deflate when what 1s 
deflated is a mass of floating purchasing power, hovering as it 
were outside the price structure, than when the notoriously rigid 
and resistant price structure itself has imcorporated that pur- 
chasing power into its framework. It is easier, when the time 
comes, to cut a subsidy to match a falling world price than to 
enforce a corresponding reduction on money wages which have 
risen to match the unsubsidised cost of living... If controls cost 
nothing in themselves, if the question of incentives could be 
neglected, and if, above all, the distorting effect of dammed-up 
inflation on the distribution of resources could be avoided, Mr 
Webb’s plea for the exclusive use of ration and quota to limit con- 
sumption would have some merit. Unfortunately none of these 
conditions is fulfilled—as Mr Spearman pointed out for the Con- 
servatives, and as Mr Douglas Jay confirmed, though naturally in 
different terms, from the Treasury bench. Mr Webb admits that 
mass consumpuon must be reduced. Reduction is undeniably 
unpleasant. There is al] the more reason for making it as brief 
and as slight as the national circumstances permit; an aim to 
which his proposals would probably prove an insuperable obstacle. 


* * * 


Rent Act Amendments 


The Government's Landlord and Tenant (Rent Control) Bill, 
now published, is something of an omnibus. It groups together 
a number of miscellaneous provisions affecting houses that are 
let and it endeavours, a little late in the day, to remedy several 
of the abuses that have grown up in the last three years. 
Belated attempts may be praiseworthy, 2s was the arrival of the 
man in the vineyard at the eleventh hour, but they are not always 
rewarded with ihe full measure of success. 
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Clauses 1 to 6 of the Bill deal with cases of property let for 
the first time since the war. Under the existing Rent 
the rent at which the property is first let becomes, ipso facto, 
the standard rent and, therefore, the rent that can always 
be demanded. The Bill provides machinery for setting up 
tribunals to investigate these rents, to fix new ones, if it con. 
siders fit, and to have the judicially determined rent recorded as 
the siandard rent thereafter. It also gives the tribunal power 
to allow the tenant to set off against future payments «i scant some 
part of any premium he has paid if the tribunal thinks that the 
rent alone, without premium, provides a fair return to the land. 
lord. Clauses 7 and 8 are intended to reverse an earlier House 
of Lords decision that where part of a house is let with the 
use of one room (commonly the kitchen or bathroom) in common 
with other tenants in the building the Rent Acts do not cover 
the letting and the tenants are without their protection. Clause 
10 gives the tribunals set up under the Furnished Houses (Rent 
Control) Act, 1946, power to extend the security of tenure they. : 
can give a tenant under that Act for periods beyond the three 
months limit laid down by that Act 

The first set of Clauses is, no doubt, a laudable attempt to 
secure rough justice for those unfortunate people who have been 
driven into paying premiums for houses and flats simply because 
of the present scarcity of houses and flats. It will be anathema 
to the principles, although not to the pockets, of lawyers, for it 
overrides existing bargains, tears “ existing agreements and so 
disregards the sanctity of contracts. It may also cause considerable 
hardship to many landlords, innocent as well as greedy, who 
have entered into commitments in the belief that contracts for 
letting houses were legal and therefore sacred. But it may alleviate 
more hard cases than it creates. The remaining provisions in 
the Bill are to be commended. They are sensible attempts to 
deal with real abuses and it is very difficult to see how any of 
them could cause any injustice to the innocent. 

But a point on which the Opposition ought to seize is the fact 
that the Bill is completely silent on the readjustment of prewar 
rents to meet postwar conditions. The unfurnished house is 
about the one form of property left on which no increase on the 
prewar return is possible. Further, since the sale of the British- 
owned railways in Argentina, it is about the one form of property 
-left where the law compels the owner to spend money on his 
property by way of maintenance while denying him any hope of 
return on the money he lays out. The Government will doubt- 
less say that if the basis of controlled rents were to be increased 
an inflationary wave of demands for wage increases would imme. 
diately follow. Even if that were true (and local authorities may 
increase their rents, have increased their rents, and still are not 
dubbed inflationists), where is the justice in expecting the owner of 
small property to subsidise wages out of his own pocket ? 


* * * 


Frontiers of Legal Aid 


The Legal Aid and Advice Bill received a welcome from all 
parties during its second reading on December 15th, but never- 
theless the debate showed up weaknesses in its construction 
which will be attacked when it comes up in Commitiee. 
The chief dificulty of Ministers in defending the details 
of the Bill is the arbitrary—necessarily arbitrary—line at which 
the various frontiers to Jegal aid are drawn: There is no absolute 
standard of justice which fixes the income limits beyond which 
assistance may not be given. There is no logical reason why legal 
aid and advice should be available for cases heard before the 
courts, but not before wibunals. The frontiers have been drawn 
where they are considered to be reasonable and practicable in the 
light of the legal resources available. There are about 2,000 
practising barristers and 11,000 practising solicitors. It is no 
good saddling them with a volume of work with which they will 
be quite unable to deal. No one has any real idea how much 
litigation will be encouraged by the new Bill.. Until the present 
scheme is seen in practice it would be unwise to attempt much 
more. As Sir Hartley Shawcross said, there are something like 
100 different kinds of tribunal of a judicial or quasi-judicial nature 
outside the ordinary legal hierarchy. Members of the legal pro- 
fession rarely appear at most of them, and the atmosphere is, 
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aid. The present income limit for legal aid of £2 a week (ex- 
tendable in certain circumstances to £4) was fixed in 1914, and 
has never been changed since, in spite of changes in the cost 
of living. The new income schedules in the Bill are drafted much 
more flexibly and with a better relation to family circumstances. 
Even so, they may easily get out of date, and it would be better 


to have a less cumbersome method of revision than the necessity 
of introducing a new Act. 


* * * 


Back to the Austrian Treaty 


The Four Great Powers have virtually agreed to reopen 
negotiations on a Treaty for Austria, and there is even an atmo- 
sphere of subdued optimism in the west over the prospects of 
securing a settlement for the much-tried and long divided country. 
The hopefulness springs from a single fact, When talks last broke 
down—in May this year—one of the principal stumbling blocks 
appeared to be the question of Jugoslav claims on Austrian terri- 
tory. Marshal Tito has insisted since the end of the war that 
parts of Carinthia and Styria shall be transferred to Jugoslav 
sovereignty, and in all previous negotiations the Russians have 
supported him. Western observers now believe that the breach 
between Russia and Jugoslavia will put an end to Russian backing 
for Marshal Tito’s claims, and that as a result a settlement will 
be reached on the basis of Austria’s frontiers in 1939. 


There have, however, been so many disappointments and set- 
backs in Austrian treaty-making in the last three years that it 
is only reasonable for the time being to be guarded on the hopes 
of a final agreement. It is not as though the Jugoslav claims 
were the only outstanding points of difference. In fact, a 
number of vital economic clauses still had to be agreed when 
talks were suspended eight months ago. The cenire of controversy 
was naturally Russia’s claim to German assets in Austria. The 
Russians had agreed in earlier talks to accept a lump sum in 
lieu of the various properties,. but in» May. the figure had. still 
to be settled. The Russians reduced their claim from $200 million 
to $150 million payable over six years in hard currency. The 
western Powers proposed instead a figure of $100 million to be 
paid, partly in cash, partly in goods and partly in Austrian assets 
abroad over a period of seven years. The gap between the two 
proposals was not bridged. 


Agreement was also still to seek in May on the particular ques- 
tion of Soviet ownership in Austrian oil. On Western reckoning, 
oil production is the key to Austria’s future viability as an inde- 
pendent state. The western Powers have consistently sought to 
reduce Russia’s claim to two-thirds of Austria’s present productive 
capacity in oil. In April, the contending parties moyed closer 
together, Russia moderating its demands on several points and 
agreeing to a smaller percentage of oil capacity—58 to 60 per 
cent—and reducing the periods for which its oil leases should run. 
But specific agreement on the particular plants to be allocated 
to Russia had not been reached when the talks adjourned. 


The gap between the western Powers’ concern to see Austria— 
in large measure a Marshall country—set on its feet and Russia’s 
desire to extract the fullest compensation from the Austrian 
economy—had narrowed in the spring to a point at which it 
seemed relatively small. Unfortunately, in some cases the differ- 
ence of a few per cent appeared to the west to represent the 
exact balance between viability and insolvency. The issues still 
outstanding may thus prove more difficult to settle than their 
apparent magnitude suggests. On the other hand, the western 
Powers may feel inclined to concede the balance, arguing that 
ultimately nothing so damages the Austrian economy as endiess 
fourfold occupation. 


* * * 


Arab Comings and Goings 


The Arab League’s fate hangs on its forthcoming mecting— 
for there is no way of escape from one of two perplexing decisions. 
Shall it go on refusing to admit that, if its members do not 
forthwith annex what is left of Palestine, the rump will be 
swallowed by Israel? Or shall it expel its one member who 
is ready for compromise—King Abdullah of Transjordan ? 
Unimportant though Transjordan is in terms of population, 
economics and strategy, to do -this is to carve a vital organ out 
of the ’s anatomy. Wishfully thinking Arabs are pointing 
out that ullah’s defection need not be fatal because, by the 
terms of the League’s charter, “decisions by majority vote shall 
be obligatory.on those who accept them.” But this, surely, is 
a quibble. A League without Transjordan ceases to be a solid 
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The problem is Abdullah’s as well as the League’s, for his own 
bargaining power is obviously greater if he speaks as one of seven 
than if he becomes an outcast. Can he think up terms in which 
to convey to six head-in-sand colleagues a realisation that unless 
they accept a line, Israel will continue to spill over into Arab 
territory ? The method that he seems to be planning is to say 
to them that if they do not compromise, they must fight, and to 
ask who still wants to do so. Doubtless all will drown this direct 
question with a rattle of sabres. but none has the capacity to do 
more than this. The Syrians, driven back over their own frontiers 
by the Israelis, have had difficulty in persuading anyone to take 
over their Ministry of Defence; the Egyptians are still in no 
Position to rescue their beleaguered garrisons in the Negeb, and 
the Iraqis, whose national finances are in a disturbed state, have 
not even financial inducements to restore morale to their rank and 
file. Yet, in spite of thesé stark military facts, it is doubtful 
whether Abdullah can find the means to compel the League’s 
Council to face reality. 


Unfortunately, his moves during the past week have reduced his 
chances of a reasonable hearing. He has incensed the Egyptians 
by telegraphing his greetings to the Sudanese Independence Party 
on the opening day of the Sudan’s Legislative Assembly. He has 
put himself in the wrong by making an appointment which is not 
in his gift—that of Mufti of Jerusalem. He has “appointed” 
Sheikh Hussan Meddin Jarallah, formerly Chief Justice of the 
Palestine Religious Courts, to this office. Few people still hold 
a brief for the old Mufti, Haj Amin al-Husseini. His one-time 
political and mediatory gifts seem to have left him, and he has 
proved, during the last year or so, to be no organiser, no spell- 
binder and no more than a. grey-bearded back number with 
scarcely the substance to serve the Egyptians,and Syrians as a 
figurehead for their “Gaza Government.” Abdullah, by un- 
frocking him with no conceivable right to do so, will scarcely 
win him supporters. But he will supply a new handle to every- 
one who has a grievance against Transjordan. Lastly, Abdullah 
has vexed his Iraqi cousins by refusing to agree to the proposal 
of their emissary, Nuri Pasha es-Said, that he should refrain 
from declaring a bigger kingdom. He has, however, told Nuri 
that he will do nothing immediately. He has, in fact, made no 
new moves. So far, therefore, such mistakes as he has made 
are merely psychological. They are damaging, none the less, 


* * * 
° 


The Birth of Zoé 


“Zoe” is the name which has been given to France’s new 
atomic pile in Fort de Chatillon to the south of Paris, which began 
to function on December 15th, It is supposed to be devoted 
entirely to research on the peacetime uses of atomic energy and 
not to be directed towards the production of atomic weapons, 
Its birth has nevertheless been a political event, « specially as 
the French H'gh Commissioner for Atomic Energy, Dr Joliot- 
Curie, is politically a Communist. The French Communist press 
has hailed the making of the pile as a great victory for France, 
a kind of declaration of independence from the atomic monopoly 
of the Anglo-Saxons. It is natural, indeed, that a nation with 
so great a scientific tradition as the French should wish to pursue 
atomic research in its own right, and there could not be any 
teasonable opposition to this from London or Washington, but 
there is some alarm in the United States at the prospect of a 
French development in this field with kev scientific positions held 
by Communists. The New York Herald Tribune remarks that 
“it remains a mystery what France will do when it begins to 
collect information that might be of value to a less peaceful nation ” 
and that “France will soon have at its disposal a good many 
results that are top secret in the United States and Great Britain.” 


Russia no doubt is finding out many of these by its own 
researches, but availability of French results through the French | 
Communist party would probably provide a valuable supplement. 
Atomic research in France with Communist participation is hardly 
compatible in the long run with French military commitments 
in Western or Atlantic Union, and sooner or later it seems that 
France will have to face the problem of purging Communists 
from posts affecting national security, as Britain and the United 
States have already done, That it has not. been done already 
for the. experiments with Zoé is. probably due in to. the 
reluctance of the French Government to provoke the unists 
by purges more than is absolutely necessary, and partly to, the 
fiction that the pile is only to be used for non-military. researches. 
But it is not a situation which can continue indefinitely without | 
jeopardising the understanding on defence which has been reached | 
by the western democracies, a 
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Retort from the Colonial Oftice 


The first report from the Select Committee on Estimates for 
the session 1948-49 contains a spirited and effective reply from 
the Colonial Office to the Select Committee’s criticisms last 
session of its development and. welfare policy. It is easy to find 
faults in that policy ; many of the Select Committee’s criticisms, 
discussed in The Economist of July 17th (page 98), had been 
made before it reported. The difficulty is that the right method 
of planning economic policy—if indeed, the right methced has 
been decided--is quite inapplicable to colonial development. 
Planning in this country stumbles against the intractable human 
tacior. How much more imiractable is this factor in the colonies, 
with all their suspicion of Britain’s good faith, their fear of being 
exploned and their growing nationalism. 

But if the Colonial Office had an effective reply to the Select 
Committee’s preference for a master economic plan drawn up in 
Whitehall and sent to colonial governments for them to carry 
out, it does not follow that colonia] development can be undertaken 
regardless of economic planning in this country. In the alloca- 
tions of supplies—of exports and of steel and capital equipment— 
there is now far more co-ordination between the colonies and the 
planning authorities in Whitehall, But this, as the Colonial Office 
points out, is a matter of tactics rather than. strategy. What is 
missing from its reply to the Select Committee, for the very good 
reason that it was missing from the committee’s report, is any 
reference to colonial development.in relation to the four-year plan 
drawn up under Marshall Aid. The expansion of colonial 
resources is taken into account in this plan, but exactly how this 
expansion fits in with the colonial development already planned 
and to be planned is not clear. What has also to be revealed 
is whether there is to be any co-ordination in the planning of 
colonial resources between the western colonial powers. And can 
there be any co-ordination that would not offend the suscepti- 
bilities of the colonial peoples ? 


* * * 


Musicians and the BBC 


The Ministry of Labour’s Committee appointed to deal 
with the dispute between the BBC and the Musicians’ Union—a 
dispute which threatened a musical strike in the course of the 
summer—has now published its recommendations. Two wage 
issues were before it—a union claim to increase minimum fees for 





From The Economist of 1848 


December 23, 1848 
NOTWITHSTANDING the praiseworthy ‘exertions of the peace 
Party, nations have not yet adopted the plan of settling their 
disputes by an appeal to a congress... . . We are great 
believers in progress: we are full of hope for the future, 
which our successors will enjoy; Sut the time is not. yet 
come when all mankind may lay down their arms, and 
when all nations prefer the delights of peace to the savage- 
méss of war... . / After all, too, say what men may about 
the beauties of moral force, it derives all its effect ultimately 
fromthe physical force 1t cancall into operation. .. . 

The advocates of the militia contemplate, however, merely 
training all the people to arms, calling them out to exercise 
for a-month or two evesy year, placing the firelock in their 
hands for a few days, and; then, piling all the arms in a 
storehouse, dismiss the l¢ to their customary labour. 
Of what use could such men.be against well-disciplined 
troops, with their ks of artillery, ir well-trained 
cava and habitual, combined action, every man being 
formed to tread, and work, end fire with another. These 
gentlemen seem to forget that war is an art, and like other 
arts, becomes difficult and complicated in the progress of 
society, so that in the army, as in society, there is a 
extensive division of labour. .°. . To take the on 
the plough, the smith from ‘his anvil, 
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casual studio broadcasts and another claim to full studio rates for 
all relays of outside performances. The BBC wished to maintain 
studio broadcasts at the rates demanded by musicians from our- 
side concert promoters and while refusing to pay full rates for 
relays offered to increase the musicians’ fee from 12s. 6d.’ to 
25s. But the BBC also sought to widen the scope of the Com- 
mittee’s hearings and submitted evidence on the musicians’ 
restrictive practices both in limiting the number of repeated 
performances and in .drastically cutting down the amount of 
gramophone music to be broadcast in any week. 

The Committee’s findings muston the whole appear satisfactory 
to the BBC. It 1s true that only one award is compulsory and 
this gives the union the increase in minimum studio rates for which 
they pressed. A ten shilling rise has been awarded. But on all other 
points, the Committee’s views coincided with those of the BBC. 
It gives its opinion that 2§s. is a reasonable rate for relays and 
that the interests of the listening public will be better served if 
the Musicians’ Union allows a more liberal use of repeats and 
increases the number of permitted hours for broadcasting gramo- 
phone records from the present 26 hours a week (falling later 
to 22) to an average of 28 to 35 hours a week together with 
facilities for regional broadcasting. These are important recom- 
mendations and would allow important progress to be made, 
particularly in the broadcasting of opera, which the ban on 
relays and the restriction on records at present virtually prevents. 

There is, however, a cloud on the brighter musical horizon. Only 
the wage award is compulsory. All the rest depends upon the 
good will of the Musicians’ Union—and good will or consideration 
for the public interest has not been conspicuous in the Union 
in the past. If all save the Committee’s compulsory wage award 
were finally to be disregarded by the musicians, the public would 
need to find some other way of giving its legitimate demands 
effective backing. 


* * * 


A Sky-light for the Civil Service 

A rigid pension scheme has been both a curse and a blessing 
to the civil service. It has prevented the glitter of the outside 
world from luring many civil servants into more lucrative fields: 
it has also manacled the misfit to his Whitehall chair and pro- 
tected the incompetent from being slung out. A change, though 
a modest one, is going to be made in a new bill which is expected 
to come up during this session. This will alter the existing 
pension arrangements and will, amongst other things, permit a 
civil servant to retire veluntarily at 50 without sacrificing his 
accrued pension rights, and allow a department to dismiss a 
man “in the interests of efficiency” and to give him his propor- 
tionate pension forthwith. In the case of voluntary retirement 
he will not be able to draw his pension until the age of 60, except 
on special compassionate grounds. 

This change in policy is important for it will help to rid the 
civil service of many who are either of no great value to the 
machine, restless and unsatisfied with their work, or anxious 
to retire or to try their hand at something else. The pity is that 
the scheme has not been extended much further down, say to 
people between 40 and 50, who may be doing just as much harm 
and feeling just as much frustrated. In such cases there. seems 
no reason why they should not at least be able to withdraw 
a block sum corresponding to what their own contribution might 
be, an arrangement which obtains widely elsewhere in industry 
and commerce. 

Two objections exist to such a commonsense proposal, On 
the one hand the Treasury is desperately anxious lest it lose its 
best men to other walks of life—a c *s reaction, which could 
be countered at least in part by paying senior civil servants more 
in accordance with their responsibilities. The second snag is 
that civil servants do not openly contribute to their pensions; 
they are merely paid less because of them. To calculate a block 
“ repayment ” of contributions might open up all sorts of horrible 
questions about pay and contributory pension schemes. Perhaps 
this is what is now really required ? Meanwhile instead of a 
window to the outside world the civil servants have been given 
a sky-light, provided at the age of fifty they still have the agility 
to climb out of it, 3 
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in fact carry out his very necessary programme of disinflation 
and austerity. Kew assumptions. could be less certain. The 
political balance in South Africa is so fine that it needs only four 
members to cross over to the Opposition benches to upset the 
government. The party in power is, therefore, hardly likely to 
risk introducing an economic policy which few of their supporters 
will understand and which—if it is firmly applied—many will 
resent. 

Politic-! considerations have nearly always dominated economic 
policy in South Africa. General Smuts’s government, for example, 
though probably aware of the adverse trend in South Africa’s 
overseas trade, were obviously unwilling to bring in “ austerity ” 
measures in an election year. Dr Malan, anxious to allay the 
suspicions of a largely English-speaking business population, has 
also put off drastic measures for as long as he could without 
apparently realising that by so doing he must now make those 
measures severer still. 

But so long as each of the two chief political parties remain so 
determinedly partisan, there is very little likelihood that any 
really effective attempt will be made to cure South Africa’s 
economic ills. The prewar abundance of gold and cheap labour 
has bred an easy-going belief in prosperity which, it seems, only 
the hard fact of crisis will shake. Nevertheless, the signs 
of a possible rapprochement between General Smuts and Mr 
Havenga provide some slight hope for the future. Only a coalition 
of English-speaking and Afrikaans-speaking parties will have 
sufficient support from the electorate to carry through the 
economic reforms which are needed. 


* * * 


“ Pollitt, Pollitt, Pollitt ’’ 


A prophet is not without honour except in his own country, 
and we should not grudge our Communists and fellow-travellers 
the rapturous welcome which awaits them whenever they go to 
Eastern Europe and which must help to console them for the 
general failure of their own fellow-countrymen to appreciate their 
merits. With so little success to record for the British Communist 
party in years which should have given so many opportunities for 
revolutionary leadership, Mr Harry Pollitt’s heart must have 
warmed to the organised chanting of “Pollitt, Pollitt, Pollitt” 
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by the delegates assembled in the Bulgarian Communist Congress 
after he had told them how in Britain under the Labour Govern- 
ment the profits of the capitalists were rising and the living stan- 
dards of the workers were falling. In his turn Mr Pollitt listened 
to and applauded the speech of the Bulgarian Prime Minister; Mr 
Dimitrov, of Reichstag Fire, Comintern and Petkov-killing fame, 
who contemptuously described Britain as a second-rate power 
which had only been saved from Fascist conquest by the might 
of the Soviet Union, What memories indeed must the words of 
Bulgaria’s despot have evoked in the breast of his would-be 
imitator in the art of dictatorship—memories of the summer and 
autumn days of 1940 when German bombers over England were 
driven off by Russian air power gallantly coming to the aid of 
the anti-Fascist cause and when the defeated and dispirited British 
people was rallied to resistance against Hitler by the undaunted 
resolution of the Communists. The Briiuish are indeed often 
forgetful of how the Soviet Union saved them from Fascism eight 
years ago, but that is due to their being by nature ungrateful 
and to their not reading the Daily Worker as much as they should. 
It is the task of the Communists to put matters right in the 
recording of history, and no doubt Mr Pollitt, when he returns 
from the Communist hate-feast in Sofia filled with fresh male- 
volence against his own country, will see to it that the Dimitrov 
version of Britain’s war against Nazi Germany is duly propagated. 


*« * * 


London Pride 


The !oss on active service of London’s familiar iron railings 
did more than anything else—except the blitz—to convert the 
once orderly metropolis into a vast labyrinth of shabby squares 
and desecrated parks. 

The iron railings will not return. Instead they are being 
replaced by hedges, but by what kind of hedges ? — London’s 
hedges are not needed to fence cattle or to break the wind. Their 
use is mainly aesthetic, to provide a pleasant sense of order and 
formality without excluding the passer-by, The Ministry of Works 
have been experimenting with many possible plants including 
rockspray, rosemary, forsythia, Chinese honeysuckle and seven 
varieties of berberis. These plants are as delightful as their 
names, but some of them have already proved to be insufficiently 
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Retort from the Colonial Oftice 


The first report from the Select Committee on Estimates for 
the session 1948-49 contains a spirited and effective reply from 
the Colonial Office to the Select Committee’s criticisms last 
session of its development and welfare policy. It is easy to find 
faults in that policy ; many of the Select Committee’s. criticisms, 
discussed in The Economist oi July 17th (page 98), had been 
made before it reported. The difficulty is that the right method 
of planning economic policy—if indeed, the right methcd has 
been decided—is quite inapplicable to colonial development. 
Planning in this country stumbles against the intractable human 
facior. How much more iniractable is this factor in the colonies, 
with all their suspicion of Britain’s good faith, their fear of being 
exploited and their growing nationalism. 

But if the Colonial Office had an effective. reply to the Select 
Committee’s preference for a master economic plan drawn up in 
Whitehall and sent to colonial governments for them to carry 
out, it does not follow that colonia] development can be undertaken 
regardless of economic planning in this country. In the alloca- 
tions of supplies—of exports and of steel and capital equipment— 
there is now far more co-ordination between the colonies and the 
planning authorities in Whitehall. But this, as the Colonial Office 
points out, is a matter of tactics rather than strategy. What is 
missing from its reply to the Select Committee, for the very good 
reason that it was missing from the committee’s report, is any 
reference to colonia] development.in relation to the four-year plan 
drawn up under Marshall Aid. The expansion of colonial 
resources is taken into account in this plan, but exactly how this 
expansion fits in with the colonial development already planned 
and to be planned is not clear. What has also to be revealed 
is whether there is to be any co-ordination in the planning of 
colonial resources between the western colonial powers. And can 
there be any co-ordination that would not offend the suscepti- 
bilities of the colonial peoples ? 


* * * 


Musicians and the BBC 


The Ministry of Labour’s Committee appointed to deal 
with the dispute between the BBC and the Musicians’ Union—a 
dispute which threatened a musical strike in the course of the 
summer—has now published its recommendations. Two wage 
issues were before it—a union claim to increase minimum fees for 


From The Economist of 1848 


December 23, 1848 

NOTWITHSTANDING the praiseworthy exertions of the peace 
party, nations have not yet adopted the plan of settling their 
disputes by an appeal to a congress... . . We are great 
believers in progress: we are full of hope for the future, 
which our successors will senjoy; but the time is not yet 
come when all mankind may lay down their arms, and 
when all nations prefer the delights of peace to the savage- 
ness of war... . / After all, too, say what men may about 
the beauties of moral force, it derives all its effect ultimately 
from the physical force it cari call into operation. .. . 

The advocates of the "uilitia'contemplate, however, merely 
training all the people to arms -calling them out to exercise 
for a month or two evesy year, placing the firelock in their 
hands for a few days, and then, piling all the arms in a 
storehouse, dismiss the le to their customary labour. 
Of what use could such men-be against well-disciplined 
troops, with their ks artillery, their well-trained 


Cay, and habitual, combined action, every man being 
formed to tread, and work, and fire with another. These 
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casual studio broadcasts and another claim to full studio rates for 
all relays of outside performances. The BBC wished to maintain 
studio broadcasts at the rates demanded by musicians from out- 
side concerft promoters and while refusing to pay full rates for 
relays offered to increase the musicians’ fee from 12s. 6d." to 
25s. But the BBC also sought to widen the scope of the Com- 
mittee’s hearings and submitted evidence on the musicians’ 
restrictive practices both in limiting the number of repeated 
performances and in drastically cutting down the amount of 
gramophone music to be broadcast in any week. 

The Committee’s findings must on the whole appear satisfactory 
to the BBC. It is true that only one award is compulsory and 
this gives the union the increase in minimum studio rates for which 
they pressed. A ten shilling rise has been awarded. But on all other 
points, the Committee’s views coincided with those of the BBC. 
It gives its opinion that 25s. is a reasonable rate for relays and 
that the interests of the listening public will be better served if 
the Musicians’ Union allows a more liberal use of repeats and 
increases the number of permitted hours for broadcasting gramo- 
phone records from the present 26 hours a week (falling later 
to 22) to an average of 28 to 35 hours a week together with 
facilities for regional broadcasting. These are important recom- 
mendations and would allow important progress to be made, 
particularly in the broadcasting of opera, which the ban on 
relays and the restriction on records at present virtually prevents. 

There is, however, a cloud on the brighter musical horizon. Only 
the wage award is compulsory. All the rest depends upon the 
good will of the Musicians’ Union—and good will or consideration 
for the public interest has not been conspicuous in the Union 
in the past. If all save the Committee’s compulsory wage award 
were finally to be disregarded by the musicians, the public would 
need to find some other way of giving its legitimate demands 
effective backing. 


* * x 


A Sky-light for the Civil Service 

A rigid pension scheme has been both a curse and a blessing 
to the civil service. It has prevented the glitter of the outside 
world from luring many civil servants into more lucrative fields: 
it has also manacled the misfit to his Whitehall chair and pro- 
tected the incompetent from being slung out. A change, though 
a modest one, is going to be made in a new bill which is expected 
to come up during this session. This will alter the existing 
pension arrangements and will, amongst other things, permit a 
civil servant to retire veluntarily at 50 without sacrificing his 
accrued pension rights, and allow a department to dismiss a 
man “in the interests of efficiency” and to give him his propor- 
tionate pension forthwith. In the case of voluntary retirement 
he will not be able to draw his pension until the age of 60, except 
on special compassionate grounds. i 

This change in policy is important for it will help to rid the 
civil service of many who are either of no great value to the 
machine, restless and unsatisfied with their work, or anxious 
to retire or to try their hand at something else. The pity is that 
the scheme has not been extended much further down, say to 
people between 40 and 50, who may be doing just as much harm 
and feeling just as much frustrated. In such cases there seems 
no reason why they should not at least be able to withdraw 
a block sum corresponding to what their own contribution might 
be, an arrangement which obtains widely elsewhere in industry 
and commerce. 

Two objections exist to such a commonsense proposal. On 
the one hand the Treasury is desperately anxious lest it lose its 
best men to other walks of life—a coward’s reaction, which could 
be countered at least in part by paying senior civil servants more 
in accordance with their responsibilities. The second snag 1s 
that civil servants do ‘not openly contribute to their pensions; 
they are merely paid less because of them. To calculate a block 
“repayment ” of contributions might open up all sorts of horrible 
questions about pay and contributory pension schemes. Perhaps 
this is what is now required ? Meanwhile instead of a 
window to the outside world the civil servants have been given 
a sky-light, provided at the age of fifty they still have the agility 
to climb out of it. 


* * * 


South Africa Faces Austerity 

South Africa’s aa rors towards eal will not 
and Dr de ‘Kock, the Governor af’ the Reserve, Bank, ‘ope. 
Dr de Kock’s recent statement on South Africa’s economic ’ 


is more fully discussed on p. 1075: His economic arguments, 
however, are based on the assumption that the Government will 
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in fact carry out his very necessary programme of disinflation 
and austerity. Few assumptions. could be less certain, The 
political balance in South Africa is so fine that :t needs only four 
members to cross over to the Opposition benches to upset the 
government. The party in power is, therefore, hardly likely to 
risk introducing an economic policy which few of their supporters 
will understand and which—if it is firmly applied—many will 
resent. 

Political considerations have nearly always dominated economic 
policy in South Africa. General Smuts’s government, for example, 
though probably aware of the adverse trend in South Africa’s 
overseas trade, were obviously unwilling to bring in “ austerity ” 
measures in an election year. Dr Malan, anxious to allay the 
suspicions of a largely English-speaking business population, has 
also put off drastic measures for as long as he could without 
apparently realising that by so doing he must now make those 
measures severer still. 

But so !ong as each of the two chief political parties remain so 
determinedly partisan, there is very little likelihood that any 
really effective attempt will be made to cure South Africa’s 
economic ills. The prewar abundance of gold and cheap labour 
has bred an easy-going belief in prosperity which, it seems, only 
the hard fact of crisis will shake, Nevertheless, the signs 
of a possible rapprochement between General Smuts and Mr 
Havenga provide some slight hope for the furure. Only a coalition 
of English-speaking and Afrikaans-speaking parties will have 
sufficient support from the electorate to carry through the 
economic reforms which are needed. 


* * x 


« Pollitt, Pollitt, Pollitt ’’ 


A prophet is not without honour except in his own country, 
and we should not grudge our Communists and fellow-travellers 
the rapturous weicome which awaits them whenever they go to 
Eastern Europe and which must help to console them for the 
general failure of their own fellow-countrymen to appreciate their 
merits. With so little success to record for the British Communist 
party in years which should have given so many opportunities for 
revolutionary leadership, Mr Harry Pollitt’s heart must have 
warmed to the organised chanting of “Pollitt, Pollitt, Pollitt” 
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by the delegates assembled in the Bulgarian Communist Congress 
after he had told them how in Britain under the Labour Govern 
ment the profits of the capitalists were rising and the living stan- 
dards of the workers were falling. In his turn Mr Pollitt listened 
to and applauded the speech of the Bulgarian Prime Minister, Mr 
Dimitrov, of Reichstag Fire, Comintern and Petkov-kiliing fame, 
who contemptuously described Britain as a second-rate power 
which had only been saved from Fascist conquest by the might 
of the Soviet Union. What memories indeed must the words of 
Bulgaria’s despot have evoked in the breast of his would-be 
imitator in the art of dictatorship—memories of the summer and 
autumn days of 1940 when German bombers over England were 
driven off by Russian air power gallantly coming to the aid of 
the anti-Fascist cause and when the defeated and dispirited British 
people was rallied to resistance against Hitler by the undaunted 
resolution of the Communists. The British are indeed often 
forgetful of how ihe Soviet Union saved them from Fascism eight 
years ago, but that is due to their being by nature ungrateful 
and to their not reading the Daily Worker as much as they should. 
It is the task of the Communists to put matters right in the 
recording of history, and no doubt Mr Pollitt, when he returns 
from the Communist hate-feast in Sofia filled with fresh male- 
volence against his own country, will see to it that the Dimitrov 
version of Britain’s war against Nazi Germany is duly propagated. 


o * * 


London Pride 


The 'oss on active service of London’s famuliar iron railings 
did more than anything else—except the blitz—to convert the 
once orderly metropolis into a vast labyrinth of shabby squares 
and desecrated parks. 

The iron railings will not return. Instead they are being 
replaced by hedges, but by what kind of hedges? London’s 
hedges are not needed to fence cattle or to break the wind. Their 
use is mainly aesthetic, to provide a pleasant sense of order and 
formality without excluding the passer-by. The Ministry of Works 
have been experimenting with many possible plants. including 
rockspray, rosemary, forsythia, Chinese honeysuckle and seven 
varieties of berberis. These plants are as delightful as their 
names, but some of them have already proved to be insufficiently 
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robust for London conditions: But the Minister is “glad to say 
that it looks as if yew and holly will stand up to the wear and 
tear of London park conditions.” It is difficult to share his glad- 
ness. At this time of the year there is already too much blackened 
privet and laurel to make one welcome more evergreens. True, 
the yew is said to be the queen of hedges and gives ample scope 
for the whimsies of topiary, while holly provides a glossily efficient 
barrier of prickles. But surely the Minister was not referring 
to wear and tear by mankind. Londoners do not usually molest 
flowers, and if there is a tendency for people to burrow through 
hedges for short cuts, the authorities can easily arrange for 
enough gaps for those in a hurry, and stiles for the romantic. 
Wear and tear by London’s sulphurous winter is another matter. 
This might well rule out some of the more delicate plants, but 
stil] there should be no need for us to be condemned to miles 
and miles of uniform privet, holly and yew. 

If we cannot have berberis or forsythia or mock orange, perhaps 
we could take comfort in deciduous plants. Beech makes a good 
hedge, it changes with each season and in each it is veautiful. 
Prunus spinosa or the common thorn responds cheerfully to the 
warm days of spring. Symphoricarpus Racemosus, or snowberry, 
carries the pleasures of summer well into the autumn. Where 
there is room for them to breathe, flowering trees—almond, cherry 
or Jlaburnum—could be planted to break the monotony of long 
hedges. But this is known by every gardener, and very much 
more is known by the experts at Kew. ‘The public’s anxiety is 
not lest the authorities are ignorant, but that they may lack 
imagination. It would be sad to have to watch millions of dull 
evergreens maturing slowly over the years through lack of initia- 
tive in experimenting now with the scores of varieties of attractive 
shrubs that flourish in this country. 


* * * 


Dreaming of a Red Christmas ? 


The following extract is from a broadcast by Radio Romania 
on December 14th: 

The Bucharest Police informs those whom it may concern 

in connection with caro] singing at Christmas and the New Year 


Letters to 


Economics in Moscow 


Sir —May I draw attention to the treatment that has been 
meted out by the USSR Academy of Sciences to its leading 
economist on world economics, Professor E. §. Varga ? Sir Robert 
Robinson, President of the Royal Society, Sir Henry Dale and 
other scholars and scientists in this country and in the United 
States have recently called attention to the treatment of ‘certain 
of Russia’s most distinguished geneticists, and the case which I 
cite is of much interest to economists. ; 

Last year Professor Varga published a book entitled “ Changes 
in the-Keonomy of Capitalism as.a Result of the Second World 
War.” This aroused much controversy in the USSR, notably 
among» the academicians, led by Professor K. V. Ostrovityanov, 
then head of the section of Political Economy of the Institut 
Exonomiki. The discussion of academicians was spread over 
three days, The book has been recalled. The Institute of which 
Professor Varga was Director has been merged into a new Institute 
of Economics under Professor Ostrovityanov. Professor Varga’s 
journal, “ World Economics and World Politics,” has gome and a 
new journal, “ Voprosy Ekonomiki” (Problems of Economics), of 
which Professor Ostrovityanov is editor-in-chief, is to be the 
official.organ of the Institute of Economics. Professor Varga has 
been demoted to membership of the editorial board of six. 

Professor Varga stated in his book that although it may not be 
possible te avert an economic crisis in the United States, it is 
unlikely to occur within the first ten postwar years. In the eyes 
of the Soviet Governmerit this is an un+Marxist approach, as it 
does not foreshadow an impending crisis in western capitalist 
countries, a view dictated not by real economic ‘facts, but by 
Soviet imternal needs. Truly, when politics comes in at the door, 
economics flies out of the window.—Yours faithfully, 

= G, Finpiay SHIRRAS 


Electoral Reform 


S1r,-~Every Englishman cousiders it absurd that the party having 
~@ majority even_of only one.yoté should “win all the 47 eléttoral 
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that children under 12 can sing carols without authorisation, 
Choirs and. all other associations which sing carols must obtain 
authorisation from the Bucharest Police Administrative oa 
ment. Applications must state, on the responsibility the 
association’s head, the name, age and occupation of each member 
and the part he takes in the choir. Alt members must carry 
identity cards. The carrying of firearms is prohibited even if 
members possess licences to carry arms. It is forbidden to knock 
at or force closed and locked doors and gates. 


Shorter Notes 


The three Commandants of the western sectors of Berlin have 
set up the Kommandatura again. In future the three sectors will 
be the joint responsibility of the three Powers, and they have 
underlined their hope that the RussiaNs may join them at some 
future time. The first act of the new body has been to promise 
extra electricity for the Christmas season. 


x 


The death of Sir Aubrey Smith in Hollywood makes onc refieci 
upon the difference between the official and the unofficial pro- 
jection of a nation upon the minds of the world. Frenchmen are 
for their neighbours across the channel little men with pomred 
beards called Alphonse, and the idea of an American cherished 
in the hearts of Englishmen bears a closer resemblance to Mr 
Tom Mix or Mr Edward G. Robinson than te Professor Conant 
or Mr Herbert Agar. Similarly, despite the best efforts of the 
COI and the British Council, of Professor Laski and Dr Dalton, 
of innumerable pamphiets on social services or the British Way 
and Purpose, the name of Sir Aubrey Smith remains and will Jong 
remain for American bobby soxers, Malayan natives or Italian 
peasants the synonym for an Englishman. Foreigners are perhaps 
more fortunate in the illusion they cherish than the English in 
the reality they know of themselves. 


the Editor 


college seats in the State of New York. But is it really so much 
less absurd that in Worcester (England) a majority of only four 
votes out of 31,501 should have given one party the whole of 
that borough’s representation in Parliament ? That this repre- 
sentation is one Member and not 47 is a difference of degree but 
not of kind—the smalier parties are in either case disfranchised. 

In America, one person in 20 changing his mind between the 
Gallup Poll and the actual election completely upset all expecta- 
tions. In Britain, one person in 20 turning against Labour could 
reverse the 1945 result. In 1923, each of our three main parties 
polled, within 1 per cent, the same as in 1922—yet the Conserva- 
tive Government lost 90 seats and made way for a Labour 
Government. 

The Americans are beginning to see the need for a proportional 
system “before the day when a Presiden: takes office with a 
minority of the popular vote” (incidentally, this has already 
occurred once). Let us also bé warned in'time. If our experience 
in this island isnot sufficiently convincing, let us look at South 
Africa, where (in spite of electoral pacts which prevented any 
candidate being elected on a “ split vote”) a five-to-four vote for 
Snwuts put Malan in power,—-Yours faithfully, Enum LakeMAN 

The Proportional Representation Society, 

82 Victoria Street; London, SW. 


Palestine and the Arabs 


$ir,—May I, as a Christian Lebanese, disagree with the sweep- 
ing statement in The Economist of December 11th concerning 
Lebanese Christian ‘opinion towards the establishment of a 
Jewish state in Palestine. 
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Moslem Arab, Let me give you two examples. Mr Camille 
Chamoun (at one time Lebanese Minister in London), one of 
the foremost and most influential Maronite leaders in the 
Lebanon, has, in office and out of office, been one of the staunchest 
advocates in the whole Arab world of uncompromising resistance 
to the Zionist menace. While the clearest exposition of the deadly 
nature of that menace to.the Arab world and the most cogent 
exhortation for an unrelenting prosecution’ 6! the struggle against 
it that has ever been addressed to the Arab world has come 
recently from the pen of Dr Costi Zurayk, a Greek Orthodox 
Christian. He is now vice-president of the American University 
of Beirut, and enjoys a position of great eminence as a leader of 
thought among . Lebanese intellectuals, both Christian and 
Moslem. The body of Christian Lebanese opinion that follows 
such leaders is considerable—Yours faithfully, 


Epwarp ATIYAH 
The Arab Office, 92 Eaton Place, London, S.W.1 


Sir,—Your contributor, the “Gentile recently in Palestine,” 
has clearly had intimate contact with the “ Mind of Israel” at 
its very centre. I also have enjoyed that privilege, less recently 
perhaps and less intensively but probably for longer. 


The judgments slowly formed during twenty-five years, of 
which twenty-three were spent in Palestine, give me some solid 
reason to believe that the Zionists will not accord the Arabs 
” genuinely equal status.” Any such equality must be enforced 
and continued indefinitely by the armed vigour and integrity of 
the United Nations exhibited more conspicuously than hitherto. 


There is, further, no ground upon which to suppose that the 
Zionists could, even if they would, give the Arabs “ better educa- 
ton.” The Arab public school system a year ago was superior 
in quality and good order to the Zionist, though less advertised 
and though more restricted in extent relatively to population. 
Palestine is naturally a poor country and the Arabs enjoy no 
foreign revenues to balance the influx of Zionist money from 
abroad, none of which will readily be given to restore and extend 
the Arab school system which the Zionists have recently 
destroyed.—I am, Sir, yours faithfully, 

, JEROME FARRELL, 
Formerly Director of Education in the 
Government of Palestine 


The Burden of Hospital Treatment 


Smr,—I have before me the Note which appeared in The 
Economist dated November 20th concerning “The Burden of 
Hospital Treatment.” I am not an economist, and therefore 


Books and 


The Fall of the Morgenthau Plan 


“On Active Service in Peace and War.” By Henry L, Stimson and 
McG. Bundy, Harper and Brothers, New York, 689 pages. 
$5. é 
Mr Henry L. STIMSON, a liberal Republican from New York, 
served: Taft as Secretary of War, Coolidge as Governor-General 
of the Philippines, and Mr Hoover as Secretary of State. In 1940 
he accepted President Roosevelt’s. appointment as Secretary of 
War, though his party denounced him. He helped to organise 
the stupendous military effort of the United States and partici- 
pated in some of the war’s most critical strategic decisions, 
occasionally clashing with Mr Churchill. : 

His outstanding Oe te oe his ao mae 
Morgenthau. The President had appointed a committee to study 
the German problem, in which Morgenthau unfolded his Ruhr 
and Saar plan: Ya | cleaall ch ‘uaitiey 

industrial ts and equipment not troy. militar 
occa thal uk te completely ismanted be esti —e the 
area or completely destroyed ; all equipment s removed from 

the mines, and the mines shall: be completely. wrecked. . 
Stimson’s and Hull’s opposition made Roosevelt postpone 
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cannot dispute the question as to whether the country can afford 
the increasing cost of hospital services. I am, however, in daily 
contact with the human side of this problem of medical treat- 
ment, and since July sth the endeavour of my Board has been 
to use the resources available to them in the number of beds 
and in the available nurses to serve the beds in the most economic 
manner. In nearly all branches of medicine there are large 
waiting lists of patients in urgent need of treatment. — By judicious 
re-arrangement of the existing hospitals, and by the close link 
which we are trying to establish between the former municipal 
and voluntary hospitals, we are hoping to reduce these waiting 
lists consideraLly, but no real solution will be reached until we 
can again build new hospitals and replace many which are out 
of date and obsolete. 

_ Whilst I am aware of the justifiable concern of many respon- 
sible people at the rise in cost of services such as the hospital 
service, I feel that your negative answer to the last question in 
the paragraph would have carried more weight if you had been 
able to proffer some practical alternative whereby the urgent 
medical need which undoubtedly exists and is evidenced by our 
waiting lists could be met without increasing the financial 
expenditure necessary in providing this treatment. You may 
find someone brave enough to impose a check amongst those who 
have no direct connection with illness or the problems of meeting 
the demand for proper medical attention, but not, I think, from 
any who have the slightest knowledge of this problem.—Yours 
faithfully, E. G. BrarrHwalre, 

Secretary 
South West Metropolitan Regional Hospital Board, 
11A Portland Place, London, W.1 


Central American Explosions 


Sir,—Permit me to make two minor corrections to your Note 
of December 18th. In “Central American Explosions” you 
state that Calderén Guardia was forcibly removed from office 
in the revolution of the spring this year. He was President of 
Costa Rica from 1940-44 but not at the time of the revolution. 
The President then was Teodoro Picardo Michalstoy and he was 
the President who was forcibly removed from office. In 1943 
Calderén Guardia was a candidate for the elections. 


Also the revolution of Tuesday 14th occurred not in Panama 
but in El Salvador where General Castafieda Castro was over- 
thrown and succeeded by a military junta——Yours faithfully, 

45, Endeavour Road, R. G. Harris 

Cheshunt, Herts. 


Publications 


This programme for eliminating the war-making industries in the 
Ruhr and in the Saar is looking forward to converting Germany 
into a country primarily agricultural and pastoral in its character, 


Mr Morgenthau had already published this document in 1946 
and Mr Stimson reproduces it. At the time Mr Stimson insisted 
that the plan was unworkable, was a breach of the Atlantic 
Charter and conflicted with American principles. . A few days 
later, Roosevelt telephoned to Stimson, “that he didn’t really 
intend to try to make Germany a purely agricultural country, 
but said that his underlying motive was the very confidential 
one, that England was broke.” He evidently hoped, that by 
something like the Morgenthau plan, Britain might “inherit 
Germany’s Ruhr business. He clearly did not fear the military 
substance of Germany’s war potential, as much as the shadow of a 
great depression. When Stimson read out to him (October 3rd) 
the Quebec memorandum, “he was frankly staggered by this and 
said he had no idea how he could have initialled this.” 


This was the end of the Morgenthau plan. Unfortunately the 
influence of the Morgenthau clique survived in the imstrucuons 
to the American military government in 1945. Nearly all the 
difficulties which confront Great Britain and the United States 
today stem from the plan. One is horrified by the levity with 
which great problems were handled at Washington, when one 
hears of the President arguing for the plaa and saying “that 
Germany could live happily and peacefully on soup from soup 
kitchens.” The partial attempt to bring this about has already 
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cost Great Britain and the United States of America 1,200 million 
dollars. Robese E. Sherwood’s “The White House Papers of 
Henry Hopkins” is more fascinatingly written; Cordell Hull's 
-Memoirs give one a more detailed view of the activities of the 
State Department. But Stimson’s record, modestly taken down 
for him by his friend Mr Bundy, has a quality of its own. Only a 
very honest, very courageous and exceptionally clearsighted man 
could review thé great events, in which he played no incon- 
spicuous part, with such superb detachment. 


A Melancholy Betrayal 


* The Pattern of Soviet Dominatien.” By Stanislaw Mikolajezyk. 
Sampson Low. 344 pages. 15s. 


Mr Mrxoajczyk was premier of Poland’s exiled government in 
the years when his country’s fate was the principal cause of 
dissension between the western allies and the Soviet Union. He 
ihen returned home to take part in a government dominated by 
Soviet-imposed Polish Communists, only to escape again after 
two years’ hopeless struggle to a new exile. As the result of 
these experiences he possesses a wealth of knowledge of the 
workings of Soviet policy in eastern Europe. Some ef it is in 
this book. 

The section dealing with the war years is disappointing. It 
can hardly be doubted that regular officers, trained in an army 
dominated by Pilsudski and his successors, “ the colonels’ clique,” 
or regular diplomatists appointed by Colonel Beck, held different 
views on many important points from those of Mikolajczyk. It 
was commonly believed that most of the real power was held: by 
these men, while the cabinet ministers from the Peasant and 
Socialist Party were mere figureheads. No light is thrown on this 
question. Moreoyer the problem of the eastern frontier is not 
fairly presented. .Mr Mikolajczyk shows that this was the central 
issue in the Polish-Soviet dispute, and that the two western 
Powers steadily pressed Poland to accept the Curzon line. He 
bitterly resented this pressure, but cmits to inform his readers that 
the majority of the population east of the Curzon line was not 
Polish. ‘Nor does he show any reluctance to accept the western 
territories, which both ethnically and “historically” were 
undeniably German. 

The second half, describing the situation in Poland in 1945-47, 
is more useful. Mikolajczvk gives a melancholy catalogue, backed 
by names, dates and places, of the lies, tr icks, provocations and 
outrages committed by the Communists against his supporters and 
the people of Poland. A hideous picture emerges of Wanda 
Wasilewska, Bierut and the rest of the servile Communist gang 
who in August, 1944, denied that fighting was. going on in Warsaw, 
who decided to abandon inquiries into the Katyn massacre when 
it looked as if evidence embarrassing to the Soviets would be 
produced, and who cheerfully accepted the exploitation prices 
for Polish coal proposed by the Soviet “ liberators.”.. The remark- 
able recovery of Poland’s economy has been achieved, he believes. 
not by but in spite of these people. The reader’s curiosity is left 
unsatisfied on many points. What are the functions of the “ secret 
government” which, he alleges, directs the nominal cabinet ? 
And who is the mysterious Soviet general, Malinov, who is 
supposed to give the real orders? It is also a pity that there 
is not more about the inner workings of the Polish Socialist party 
and the personality of its leader Cyrankiewicz. 


December Books 


J. R. Hicks : The Problem of Budgetary Reform 0. B= 
Kaldor and Silverman: A Statistical Analysis of Adver- 

tising Expenditure and the Revenue of the Press... 15/- 
Carter, Redduway and Stene: The Measurement of 





Production Movements ... se “ -- 12/6 
G. D. H. Cole : A Short History of the British W Nig 3 
class Movement, 1789-1947 __... nS woe al/- 
Thomas Wilson: Fluctuations in Income and Employ. 
ment. 3rd Edition Ses wae . 20/- 
Hotchinson’s Twentieth-century Encyclopedia .. + 2)/- 
Postage extra 


lt is regretted that Book-tekens cannot be accepted. 


The Economists’ Bookshop Ltd. 
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In spite of these defects this book is the work not of an 
academic analyst but of a politician burning with a sense of the 
injustice done to his country. Tt is exasperating, but ft is also 
deeply moving. British democrats should read it, and face up 
to the issues which it raises. 


Commonwealth Reflections 


“The British Commonwealth of Nations.” Sir Iver Jennings, 
Hutchinson’s University Library. viii and 227 pages, 
8s. 6d 

“The Commonwealth and the Nations.” Professor Nicholas 
Mansergh. ate Institute of International Affairs. 176 . 
pages. 7s. 6d. 


Tue British Commonwealth is only superficially a legal entity 
and because it is made up of a series of constantly altering political 
relationships, it can never be the subject of a definitive study. 
The assessment of its current shape, size and immediate future 
is a task that must be carried on from decade to decade, or—at 
present—from year to year. Sir Ivor Jennings and Professor 
Mansergh approach this task for two different reasons. The 
former, whose work as a constitutional lawyer and historian has 
been coupled with the virtual creation of the modern University 
of Ceylon, is concerned to lay bare for university students the 
central framework of the Commonwealth, and to explain briefly 
how its various special phenomena, responsible government, free 
association, imperial preference and so on, have originated. Pro- 
fessor Mansergh is not concerned in this book with a systematic 
treatment of the subject since he is at present preparing a 
successor to Professor Hancock’s magnificent Survey of British 
Commonwealth Affairs 1918-1936 dealing with the decade from 
1939. His present book is rather a series of reflections and sub- 
jective impressions which would be inappropriate in a larger work 
but are nevertheless too valuable to be pigeon-holed. However, 
both books examine certain common subjects, in particular the 
retreat from the conception of a Commonwealth foreign policy, 
and the effect of nationalism upon the future of the Common- 
wealth in the East. Both books avoid the besetting sin of most 
literature On the Commonwealth—a complacency which believes 
that the Statute of Westminster patented an eal state of bliss 
and which looks back to the easy days of the past rather than the 
difficult davs of the future. 

On the whole Professor Mansergh probes deeper than Sir Ivor 
Jennings for he is not concerned so much with expesition as with 
analysis. He is particularly interesting on the question of Eire, 
its development of the doctrine of External Association with the 
Commonwealth and the undoubted connection between the views 
of Eire and India of their possible relationship to the Common- 
wealth. His sketch of a solution to this problem suffers from being 
a little over-subtle, for in the last analysis the relation of one 
country to another must be sufficiently simple for the rest of the 
world to understand and recognise. Sir Ivor Jennings’s book 
suffers on the other hand by having been written in the first half 
of 1947, while Professor Mansergh brings events up to the summer 
of 1948. It is a measure of the unprecedented swiftness of events 
that the former is already in urgent need of revision, for the rise of 
the Eastern Dominions, the passing of the British Nationality Act 
and the repeal of the Irish External Relations Act, have profoundly 
altered the structure of the Commonwealth. 


Shorter Notice 


“ Estonia.” By J. Hampden Jackson. Allen and Unwin. 272 
pages with maps and diagrams. 12s. 6d. 


“THERE is nothing left to destroy. Not a cock crows.” This report 
to Peter the Great from the commander of the Risdon forces in 
Estonia over 200 years 7: inevitably haunts one’s memory when 
considering the plight of Estonia today and in the past few years. 
It is the postscript on those years which chiefly distinguishes this 
second edition of the anaeak English work on Estonia from the 
first edition, Estonia is once afte in eclipse. It would be plausible 
to attribute the brilliance of Estonian achievement during the brief 
period of independence to the contrast between it and the continuation 
of partial or total eclipse. But it would be untrue. The progress of 
the new Republic will stand comparison with that of any ol its neigh- 
bours: Mr Jackson presents an exciting picture of eager social 
and political emancipation, «Later, in the thirties, economic difficulties, 
it is true, bred:an authoritarian regime. which: the growing seriousness 
of the international tion perpetuated, Yet. cultural Mite. zt 
flourished. The sraaera oF of living rose stea thers was ¢ 
prospecr that the antagonisms of ‘political life would be. factiowed in 
jes. But in 1940, as so often’ before, Estonia was doomed’ by 
its geographical position, Rasepeniipniiiniies <eciden Rasen: seen ee 
Bui Estonians, wherever they. ew’ a forget the achievements 
of their short independence, The ' ae ee book 
world also to remember them, | 
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AMERICAN SURVEY 





- 


Escape from Malthus? 


(From a Correspondent in California) 


7s pessimists who prophesy permanent large-scale star- 
vation in the world, the American neo-Malthusians whose 
arguments were outlined in The Economist of December 18th, 
in an article called “ Malthus Goes West,” can find a ray of hope 
if they go still farther west to the atomic research laboratories in 
California. Here and elsewhere in the United States, scientists 
are carrying out experiments which may enable mankind to 
produce sufficient food for all the peoples of the world for the 
foreseeable future. In these experiments they are attempting 
to control photosynthesis, the chemical sleight-of-hand by which 
nature maintains life on earth. The control of photosynthesis, or 
its duplication in the laboratory, is perhaps as close to reality as 
was the release of atomic energy after the discovery of uranium 
fission in 1939, In that year the atomic bomb was possible in 
theory, although it was not certain that it was possible in 
practice. To make the control of photosynthesis a reality will 
require the same sort of scientific development project, perhaps 
not on so grandiose a scale, as that required to make an atomic 
bomb. Ironically, this potential shot-in-the-arm for the human 
race is the result of knowledge obtained through one of the by- 
products of making the atomic bomb, radio-active carbon. 

Photosynthesis is the process by which nature stores the 
energy of the sun, in the form of sugars, carbohydrates, proteins 
and other energy-bearing substances. In photosynthesis, green 
plants breathe in carbon dioxide from the air, and take in water 
through the roots. When the sun shines upon a plant, chemical 
reactions take place, largely through the connecting link of the 
green plant pigment, chlorophyll. In these reactions the raw 
materials—carbon dioxide and water and the sun’s energy—are 
transformed into food and fuel. To insure against waste, nature 
has arranged that when man and animals, furnaces and auto- 
mobile motors, burn these materials to obtain the stored energy, 
the carbon dioxide and water are released once again to the 
atmosphere, replenishing the supplies needed for further photo- 
synthesis. This cycle is the hub of life on earth. ; 

The duplication of this cycle in the laboratory or its control 
in natural environments has been a scientific Golden Fleece. 
Such knowledge could be applied in several directions: the 
production of foods and fuels artificially in the laboratory ; the 
farming of the seas which cover 70 per. cent of the world’s 
surface ; and the improvement of the photosynthetic process 
itself, which is only one per cent efficient. The implications of 
these applications are obvious ; for example, a small improve- 
ment in the efficiency of photosynthesis would greatly increase 
the world’s food supply. All of these things have been dreamed 
of by scientists who have despaired of their realisation, because 
knowledge of the intimate details of photosynthesis seemed to 
be beyond reach, in spite of a hundred years of research. Its 
simple raw materials were known and its complex end products, 
but scientists could only guess at the intermediate processes of 
conversion. ‘ 

Radio-active carbon provided the first means of detecting 
them. Carbon is the most critical element of the raw materials 
that go into photosynthesis. A radio-active form of this element 
cannot be distinguished chemically from ordinary carbon and 
a plant reacts similarly to both. But the course of radio-active 
carbon can be detected by Geiger counters, The first carbon, 
which enabled scientists to glimpse the inner secrets of photo- 
pote had a useful radio-active life of only 20 minutes, so 

at scientists had literally to run from laboratory to laboratory 


Ss 
t 
during an experiment. Then carbon 14, which has a radio- 


active life of 5,000 years, was discovered. It was an ideal tool, _ 


but even using the cyclotron, at that time—1939—the most 
prolific source of neutrons in the world, it was possible to make 


it only in minute amounts, too small. to be of general use in 
laboratories. When it seemed that nature had frustrated man 
again, the first atomic pile went into operation in 1942...The 
pile, much more prolific as a source of neutrons than the cyclo- 
tron, produced carbon 14, in quantity. With the end of the 
war, the United States Atomic Energy Commission began ship- 
ments of carbon 14, as well as of other radio-isotopes, to eager 
scientists all over the United States and photosynthetic projects 
were started at several universities and technical institutes. 

Two scientists, Dr Melvin Calvin and Dr Andrew Benson, 
are working on photosynthesis in the Radiation Laboratory at 
the University of California under the auspices of the Atomic 
Energy Commission. .They are using single-celled marine 
plants, such as alge, because they are simple to handle ia 
laboratory experiments and can be cultivated easily and quickly, 
in Mutrient solutions in glass flasks. Carbon dioxide is pumped 
into the flasks, which are mechanically agitated so that there 
is a maximum exposure to. the strong light trained on them. 
The plants are harvested when needed, then whirled in a cen- 
trifuge to obtain a high concentration of plants. Radio-active 
carbon dioxide is admitted to this concentration and, depending 
upon the experiment, photosynthesis is allowed to go on either 
in the dark or under a strong light, for varied lengths of time. 
After exposure, the plants are killed, the different fractions: of 
organic materials are separated by chemical means, and each 
fraction is tested for the presence of radio-activity, When this 
has been done a number of times, the pieces of a jig-saw 
puzzle become available. For example, if a certain quantity of 
radio-activity is in a certain position in a certain molecule of a 
simple sugar after one minute of photosynthesis, this, together 
with other information available, helps the researchers to trace 
the course of photosynthetic processes from one step to the 
next. 

Out of such experiments Dr Calvin and his colleagues estab- 
lisned a theory to explain the intermediate steps in photosyn- 
thesis, which had previously been unknown. Dr Calvin’s 
theory, while it is controversial, is holding up well. The 
theory is extremely complex but in a general way the routes 
taken by the raw materials to their destination as energy com- 
pounds are now known. Details have still to be filled in and 
the role of sunlight in photosynthesis has not yet been eluci- 
dated. How sunlight is captured, moves the process along from 
step to step and is finally stored, is now being studied. 


* 


What is the use of this information ? Eventually, when all 


of the details of the chemical reactions are known, it should be’. 


possible to set up industrial factories not unlike many modern 
chemical plants, to produce by artificial photosynthesis the 
carbohydrates, sugars, proteins and fuels the world so badly 
needs. Secondly, it may be possible to tell the farmer how to 
alter his methods of cultivation in order to double his crops. 
There is a third possibility which offers almost immediate oppor- 


**AMERICAN SURVEY” is drawn frome three 
sources. Articles described as ‘‘From Our US Editorial 
Staff ’’ are the work of a small group of reguiar 


correspondents, resident in the United States. Ariicles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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tunities. A number of scientists, including Dr Calvin, think 
that, if a large-scale applied chemical project were undertaken, 
almost unlimited quantities of foods and fucls could’ be pro- 
duced in and near large bodies of either marine or fresh 
water. 

This latter possibility first came up for serious consideration 
as a result of experiments by Dr Herman A. Spoehr, in the 
Carnegie Institution’s Division of Plant Biology at Stanford 
University, which have shown that by altering the environment 
of plants it is possible to order the product of photosynthesis. 
This work was empirical, that is, it was a trial-by-error tech- 
nigue and did not provide the fundamental information upon 
which scientists could systematically direct plants to produce 
compounds to order. But the work with radio-active carbon is 
doing this and it is now theoretically possible to channel the 
photosynthetic process in a desired direction. Imagine an alge 
which produces 50 per cent protein, 20 per cent fat, 1§ per cent 
carbohydrates, and 15 per cent cellulose. On the basis of what 
radio-active carbon has helped scientists to find out, and after 
some detailed research on the applied level, it will be possible 
to direct the raw materials to form whichever end product is 
wanted. 

Several possible methods of making food in this way have 
been suggested. The Gulf of California offers an environment 
with plenty of sunshine and protected water: part of it might 
conceivably be walled off, a few common minerals added to the 
water as needed and harvesting plants built along the shores. 
Or water, seeded with alge, might perhaps be pumped through 
miles of huge plastic tubes, in which the conditions of atmo- 
sphere and mineral content could be easily regulated ; there 
would be harvesting plants for the separation of the food 
products at various points along the tube. ~ 

While these conceptions are both dramatic and fanciful, they 
may be no more fantastic than the atomic bomb. The atomic 
bomb was successfully developed, first, because the basic prin- 
ciples were known; and second, because governments were 
ready to devote the necessary funds and the scientific personnel 
to the task. It is not likely that the atomic bomb project would 
have been undertaken had there not been a crisis in human 
affairs, a threat of defeat and ruin for the western democracies. 
There may be approaching another crisis in human affairs: per- 
manent large-scale food shortages. Starvation and malnutrition 
are slow processes, and their threat seems less urgent than 
sudden death from bombs and bullets. At what point in this 
crisis the social, economic and political barriers will be breached 
cannot now be predicted. But scientists are ready with the 
knowledge needed to enable the waters of the world to come to 
the rescue of the overburdened land. 


American Notes 


CIO’s Christmas Carol 


Twenty inches of snow in Wal! Street and record company 
profits provide a suitable background for the businessman’s 
Christmas celebrations. But a Christmas feast for industry is 
always liable to interruption from those who stand outside the 
board rooms, who suspect that ‘Christmas boxes are unfairly 
distributed, and who insist also that the season of goodwill 
should ‘not extend to the goodwill in company balance sheets. 
The Christmas carol is sung by the delegates of organised labour, 
and more especially, the representatives of the Congress of Indus- 
trial Organisations. They believe, with more conviction than 
their brothers of the American Federation of Labour, that Santa 
Claus now resides in Washington. This year, as their customary 
carol reaches its crescendo of Yuletide fervour, with its appro- 
priate blessings for those who feed the poor, the CIO delegates 
can rest assured that a majority of Congressmen will join their 
choral insistence on a prosperous New Year. 

‘The 1948 carols are perhaps more impressive than in 1946 and 
1947 simply, because they are being sung more forcefully, by 
more ‘voting participants, and because the policemen (in the 
shape of “Congress and the Executive branch) who might be 
expected to exert a gentle pressure against boisterous behaviour, 
now tend to regard a Christmas bonus less as a reflection. of 
generosity than as a form of social service. a 

Rut that is not quite the whole story of the Christmas carol. 
The tune may be something less than harmonious, and the 
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clamour may be unduly loud. But the content of the message 
is clear, and has been composed with care, and with the help 


and counsel of the most respectable advisers. And the burden 
‘of the song is si 


ly this: profits are high, and are increasing, 
and ought to be diminished. Did not the Council of Economic 
Advisers declare recently that company profits had reached a 
gross annual rate of $35 billion, by contrast with an average of 
less than $§ billion for 1935-39 ? Did not President Truman 
himself lead a campaign chafge against the “ racketeers ” of Wal] 
Street? Did-not Mr John Snyder, Secretary to the Treasury, 
in high summer give his blessing to a return of the Excess Profits 
Tax ? Did not at least one influential spokesman for the Federa] 
Reserve Board declare in January that undistributed profits could 
finance expansion, and that available capital was “too much 
rather than too little.” ? There is no lack of material for the 
composers of Christmas carols with their insistent demand for 
higher wages, lower profits, and price stability. 


x * * 


Accountants and Minstrels 


For their early rounds the CIO minstrels believe, appropri- 
ately enough, that the committee rooms of Congress provide the 
best amplifier. Here—until the new Congress, to which he was 
not elected, convenes—may be found Mr Harold Knutson, for 
two years Republican chairman of the House Ways and Means 
Committee, and now the grudging exponent of a “ profits 
investigation,” in striking contrast to his pre-election zeal for tax 
relief. Here also is the able and influential Senator Flanders, 
Republican advocate of Government controls. Here may be found 
a number of economic advisers to join the songs of praise from 
Demfcratic Congressmen, who know that the call of the carollers 
one no more than echo the cry of the voters who brought them 

ome. 

Against this background, a special investigating committee under 
the chairmanship of Senator Flanders is at present preparing a 
report for the new Congress intended to cover all aspects of the 
debate on wage rates and profits. The strength of labour’s 
charges is not in dispute. Profits are high by any comparative 
standard. But may they not be as misleading as they are (super- 
ficially) impressive ? That is the burden of industry’s answer. 
And to reinforce this argument, industry notes the admission by 
spokesmen of the Federal Government that company profits are 
no more substantial today, in relation to national income, than 
they were in earlier periods of prosperity. Furthermore, as a 
residual! item in national income statistics, do they not exclude the 
very substantial charges which must be made over and above 
normal depreciation allowances, if industry is to maintain its real 
capital intact, in a time of rampant price inflation ? And should 
not these allowances cover stocks, equally with fixed capital ? 

The economic argument that “replacement reserves” aré 
needed to maintain rea! capital intact is denied by the Treasury 
and by the Securities and Exchange Commission in relation to 
company finance. It has not yet securei-the full agreement 
of the professional accountants. Perhaps industry does not always 
realise that it is an argument which may yrove double-edged if 
conditions change, But industry, too, has a solid case for sub- 
mission to Congress. High profits are the consequence, and not 
the cause, of inflationary movements, although their secondary 
and cumulative impact may be adverse as the boom is fec by 
heavy capital expenditure on private account. So far as price 


reduction is concerned, account must surely be taken of the’ 


unprecedentedly high level of business activity, and the strong 
presumptive evidence that profit margins, as distinct from profit 


rates on equity capital, are by no means excessive in relation to’ 


business risks. And finally, when labour income is running at an 
annual rate of $137 billion, there is clearly no more than very 
modest scope for wage advances, with stability of prices, at the 
present level of company profits. 


* 


In times of peace, and with a Budget surplus, the unions will 
make the most of certain other arguments. EPT, for example, 
is not the automatic feeder of inflation that it was so generally 
assumed to be during the “ deficit financed” era of the war years. 


And if industry and government are to clash violently—as 1949 . 
may conceivably show—over the distribution of steel and metal 


products now in such desperately short supply, there is a case 


for reducing the internal funds on which industry has drawn so. 


heavily for postwar expansion. But an Excess Profits Tax wou 
probably be one of the capricious and inequitable ways 
raising revenues. And, if the postwar boom is now past its 
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to stimulate an unprecedentedly high. levél’ of private capital 
expenditure, as the President has suggested before now? Does 
it seek the redistribution of national income and the “ under- 
writing” of consumer demand, or the stimulation of Federal 
investment ? These are questions not for the minstrel boys of the 
pressure groups, but for such a responsible body as the Council 
of Economic Advisers. But the echoes of the CIO chorus will 
take a long time to die down in Washington, 


* x * 


Slaughter in the Lobby 


There is some force in Mr Roger Slaughter’s contention 
that political reasons explain his recent indictment for failure 
to register under the Lobbying Act of 1946, since he has a 
long-standing political feud with Mr Truman, and since much 
was heard during the election campaign of the matters on which 
he is alleged to have tried to influence Congress—the International 
Wheat Agreement, speculation in the commodity markets and 
the operations of the Commodity Credit Corporation. On the 
other hand, any resentment which Mr Truman may have felt 
against Mr Slaughter, when the investigation was opened some 
months ago, must now have been allayed by the fact that the 
votes which the Democrats drew so unexpectedly from the rural 
areas were largely the outcome of the farmers’ disquiet at the 
willingness of the Republican Congress to follow the line sup- 
posedly advocated by Mr Slaughter on behalf of certain grain 
traders. Those grain associations are said to have paid him nearly 
$55,000 to forward their interests in Washington during the past 
year. 

The first indictment under the 1946 Act, which was brought 
last March against a building and loan association for failing 
to register as a group in connection with lobbying activities, was 
taken as a sign that the Department of Justice intended to 
interpret strictly the provisions of the Act which require organisa- 
tions as well as individuals engaged in lobbying to register and 
file financial statements. It was quickly followed by a rush of 
registrations from such varied groups as the Association of 
American Railroads and the Congress of Industria! Organisations, 
which had been delaying registration until the Act was clarified. 
They maintained, and still maintain, that lobbying is only a 
minor part of their work, and that under the Act details of 
expenditure only need to be filed if lobbying is the principal 
purpose of an organisation’s existence. 

The accredited representatives of these groups have, however, 
been registering details of rheir work, salaries and expense accounts 
in increasing numbers ever since the passage of the Act. The 
lobbyists for about 500 business, labour, religious, veteran and 
other organisations, together with the “free-lance” lobbyists, 
number well over a thousand. Some of them draw salaries of 
$25,000 a year, and are prepared to draft legislation and organise 
nation-wide “Write your Congressman” campaigns. Others 
hire themselves out at piecework rates of $10 to $25 a day. The 
increasing scope of government and the complexity of modern 
legislation offer them constant new opportunities, and many of 
the lobbyists give valuable advice and assistance to overworked 
Congressmen. The Lobbying Act is not intended to curtail their 
activities, but to ensure that the public knows what those activities 
are. Mr Slaughter, however, may have found one of the ways in 
which the Act can be side-stepped: his defence is that he repre- 
sents the grain associations as a lawyer, not as a lobbyist, and is 
therefore not required to register. It is not always the full-time 
professionat lobbyist who has the greatest influence on pending 
legislation ; the most effective lobbying is often done behind the 
scenes by those who have been called the “ invisible government.” 
If they are to be forced into the open, the Act will probably have 
to be strengthened. One of Mr Truman’s campaign charges 
against the Eightieth Congress was that it had been unduly 
influenced by the pressures of oil, real estate and other special 
interests, and he has now endorsed the suggestion that the new 
Congress should undertake a thorough investigation of lobbying. 


* * *® 


Twentieth-Century Defence 

In its task of paring, pruning, and simplifying to devise a 
governmental machine adequate to twentieth-century responsi- 
bilities, the Hoover Commission is likely to find its greatest single 


’ challenge in the administration of defence. The Services absorb 


30 per cent of the national income today, $100 from every citizen 
compared with $8 in 1938. A defence establishment or a scale 


hitherto unknown in the United States is responsible, not only for 
security, but for occupying enemy countries, and operating the air 
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lift, and has a part—perhaps too large a part—to play in foreign): 


policy. The committee whose recommendations to the Com 
mission have just been made public (partly to forestall gossip and’ 


leaks) recognises that the present defence establishment, dating 


only from last year’s Unification Act, is tender and comparatively 
untried. It also appreciates that some of the problems raised— 
those of the relation between civilian and military authority, of , 
economy versus adequate preparedness—admit of no_ perfect 
solution. And though extravagance is charged against the Services, 
it is pointed out that, as over half the cost is incurred for feeding; 
paying, clothing, and transporting the soldiers, no major economies 
are possible without reducing the size of the military establishment, 
a question outside the group’s authority. 

The committee has no fault to find with the structure laid down’ 
by the Unification Act, which is not surprising, as it is headed by 
Mr Ferdinand Eberstadt, who was one of the chief architects of 
unification. Nor, in view of Service rivalries, is its prescription of 
more unity unexpected. More team-work is urged, not only 
between the Services, but between the military and other plan- 
ning bodies ; better intelligence and more acute evaluation of it 
are also required. The Committee cites the alarmist reports last 
spring of one department which might have led to total mobilisa- 
tion had not the Central Intelligence Agency correctly evalued it 
in this instance (the sub-acid note is the committee’s). (It might 
also have mentioned another error of intelligence, the “gold- 
plated” aircraft believed to have been built to Mr Symington’s 
design by the Air Force for Mr Dewey’s Presidential flights.) 

While rejecting the plea of Mr McCloy (a former Assistant 
Secretary of War) for a single all-powerful Chief of Staff for all 
three Services, and that of Mr Patterson, formerly Secretary of 
War, for an outright merger of the three, the committee pro- 
poses to imcrease the authority of the Secretary of Defence over 
policy and the military budget at the expense of his three war- 
lords, the Secretaries of the Navy, Army, and Air. Mr Forrestal 
would have the right to appoint a chairman of the Joint Chiefs 
of Staff, and a military adviser, while the posts of Assistant Secre- 
taries would be abolished. Merger of the naval air arm with the 
Air Force was rejected, on the ground that the military future was 
too uncertain to close down any promising avenue of experiment. 


* * * 


The Defence Dollar 


The committee’s sharpest criticism was reserved for Service 
waste, and accounting procedures characterised, with almost British 
understatement, as below the standards of an ordinary business 
firm. The fault is American, rather than exclusively military, 
“a reflection of America, a great sprawling wasteful land.” But 
with the growth of military commitments and the squandering 
of resources, it must be replaced by a “consciousness, of cost.” 
Service dreams of $30 billion a year must be abandoned ; the Army 
must never again mislay 9,000 tanks at one fell swoop. The 
“awful cost of reasonable security” demands economy. The 
fiscal procedures of all three Services are obsolete ; no comparison 
or analysis of costs is possible because of differing budgetary 
practices. . 

More urgency is demanded in planning for mobilization, in 
view of the fact that time to prepare-—America’s privilege in the 
last two great wars—miay not exist in a third. In particular, the 
Committee feels that a remedy must be found for the “ deplor- 
able ” state of the stock-pile, which has suffered from divided 
authority, limifed appropriations, and restrictions on interference 
with civilian demand. Stock-pile policy should be co-ordinated 
more effectively with the Economic Co-operation Administration. 
The need is urged of finding a full-time head for the Munitions 
Board and of laying down basic policies for the National Security 
Resources Board. (Mr Steelman, a prominent* adviser of the 
President, recently was appointed to the latter, but this was due, 
it is thought, as much to the difficulty of finding any al‘ernative 
as to his own capacity.) 


The $600,000 allotted to scientific research also is felt to show © 
- few returns. There is no master plan jnto which the present 


18,000 projects are fitted. And finally, it is urged that more atten- 
tion should be devoted to civil defence, internal security, and 
psychological warfare. 

Voluntary reform has conspicuously accompanied the attack 
from outside. Mr Forrestal recently. announced the creation of a 
weapons evaluation board, half military, half civilian (but with 
a military head), which was the subject of an urgent recommenda- 
tion by the committee ; he has also released plans for unifying 


recruitment procedure and placing the Navy in full charge of” 


military sea transport. 


The view of the committee is that the changes should be made ™ 
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quickly, if at all, and the patient then allowed a long breathing- 
spell for convalescence. The second operation is necessary, but 
most important is time to allow the Services to grow together 
naturally. 


* * * 


Government by the People 


“In Los Angeles,” it is said in San Francisco, “ they'll sign 
anything.” That is perhaps why it is apparently easier in Cali- 
fornia than elsewhere for the professional organisers of “ popular 
initiatives ” to collect the signatures required before that system 
can be used to submit constitutional amendments or new laws 
directly to the voters of a State at a general election. Last month 
popular initiative was responsible for eight, including all the 
most important, of the nineteen propositions on which the voters 
of California had to give «heir opinion ; the others were constitu- 
tional amendments already approved by the State legislature. The 
propositions dealt with hquor control, tax exemption, pensions, 
regulation of chiropractors, of railroad brakemen and of fishing, 
housing and the machinery of government. In addition; voters 
had to make up their minds about bond issues and charter 
amendments, in connection with their city or county, and had to 
choose a President and Vice-President, representatives in the 
national and State legislatures, several judges and possibly candi- 
dates for other local offices. 

Legislation by popular initiative may be more necessary in 
California than elsewhere, because the strong body of progressive 
opinion in the State is reflected only dimly in the State legislature. 
Under the State’s cross-filing system, those seeking ejection can 
offer themselves to, and are often selected by, both major parties 
in the primary elections at which the party candidates are chosen 
(Governor Warren is the classic example). It is difficult to organise 
effective opposition to Assemblymen and Senators who have the 
support of both party machines ; they are fairly certain of re- 
election, and thus the temptation to do nothing and offend no one 
is very great. ‘hen, too, party discipline in the legislature itself 
is undermined, and the influence of the lobbyists increased, when 
so many of the members have no strong political allegiance. 

An unsuccessful attempt was made to get a proposition against 
cross-filing on the ballot in 1946, and this. year a constitutional 
amendment to reapportion the seats in the State Senate was pro- 
posed, in the hope that it would improve the representation in the 
Upper House, more reactionary than the Lower. At present each 
county, whether city or backwoods, has only one Senator and 12 
per cent of the State’s population elects a majority of the Senators. 
The “cow counties” have not been very enlightened in their 
choice of Senators, and the proposed reallocation would have given 
more adequate representation to the cities. The trade unions 
worked hard for this proposition, but the voters, perhaps in- 
fluenced by its place—13—on the ballot, turned it down. 


x 


The general attitude of the voters on these propositions was 
negative. Those dealing with technical matters such as the quali- 
fications of voters and the succession to the Governorship were 
approved, but proposals for increasing the pay of the law- 
makers and exempting hide and brand inspectors of the State 
Department of Agriculture from the civil service system were 
rejected. This was perhaps due in part to distrust of the legisla- 


. ture, while the rejection of other propositions m@y have been 


caused by the natural inclination to say “No” to something that 
is not understood. Several of the propositions were very compli- 
cated ; impracticability and lack of clarity are weaknesses which 
it is hard to avoid in legislation drafted by special interests, how- 
ever public-spirited, rather than by those who will have the 
ultimate responsibility for it. 

The proposal for a Staie Housing Agency was the most obvious 
example of this, and it was rejected in spite of the shortage of 
low-cost housing in California. An amendment to the State labour 
code dealing with the number of brakemen on trains was approved, 
although, or more probably because, it. was a declared attack on 
“ feather-bedding * and was opposed by labour for this reason. 
In fact, the only proposition on which the voters acted liberally— 
and in this case it.was in both senses of the word—was the one 
which increased the maximum State assistance to old persons from 
$65 to $75 and for the blind from $80 to $85 a month, and eased 

conditions. under which such aid is given. The people of 
Calleenia who, contrary, to all expectations, gave Mr Truman a 
mandate. to carry out his ei. al Reveramme in Washington were 
surprisingly reluctant to und e a similar programme when 
the responsibility rested on their own shoulders. 
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Shorter Notes 


“Now we will have one of the greatest transit unions in 
America,” said Mr Michael Quill, newly re-elected president of 
the Tranport Workers’ Union, after he had used the same master- 
ful tactics which have so often won higher wages for New York’s 
transit workers (and higher fares for New York's travellers) to 
eliminate Communists and fellow-travellers from a union which 
had been controlled by its left- -wing elemenis for 14 years. This 
was the first convention of the union since Mr Quill, formerly 
known as “Red Mike,” realised last March that the Communist 
taint was becoming increasingly unhealthy. At it he used his 
left-wing experience to organise a purge, which any Communist 
might envy, of the majority of the union’s officers, many of them 
his close associates of former days. Mr Quill has not modified his 
economic views to match his political ones: his 1949 goal for his 


transport workers is a flat wage of $2 an hour for a 40-hour 
week. 
* 


The Supreme Court has ruled, by a majority vote, that the Fair 
Labour Standards Act, passed in 1938 to cover the United States, 
its territories and possessions, is applicable to the Bermuda 
military base, which was not leased from Britain until 1940. Since 
other laws have been specifically amended by Congress to inc’ude 
leased bases, the Court is being accused of having usurped the 
authority of Congress by this ruling. More serious is the fact 
that the decision, which has been protested by all the government 
agencies concerned, brings the leased bases into the category of 
possessions of the United States, for the purposes of this Act at 
least, a move which, as the State Department has pointed out, 
is not “calculated to improve” American relations with Britain. 

* 


The total dollar allotments made by the Economic Co-operation 
Administration to European countries now amount to 
$4,900,200,000 which, with administrative and other incidental 
expenses, exhausts the initial appropriation of $5,000,000,000. 
Loans to the participating countries in the first year amounted 
to $984,000,000 and the total loan programme will run well above 
$1,000,000,000, since loan funds also cover guarantees to American 
investors abroad, 

* 

New York hotel owners have been ordered by the City Rent 
Commission to refund at once $600,000 which they collected from 
permanent residents during October and Nov ember to cover rent 
increases which were tentatively allowed because of recent wage 
rises, The tentative increases led to an investigation by the 
Mayor and the resignatior. of two of the three Commissioners. 
Their successors have refused to confirm the increases. 

* 

Par-reaching improvements are made in courts-martial pro- 
cedure, for the first time in twenty years, under new regulations 
which come into effect on February Ist as a result of the Selective 
Service Act of 1948.. The most imporzant change is that enlisted 
men as well as officers will now be able to sit as members of 
courts-martial boards. A uniform code of justice for all three 
Services, which will incorporate these and other provisions, is 
being drafted and will be submitted to the new Congress soon 
after it convenes... It. is hoped that this code will include the 
more fundamental reforms in the courts-martial system that legal 
experts find desirable. 


s 


Mr Lester Cole, one of the ten Hollywood empleyees who 
defied the Un-American Activities Committee a year ago and was 
afterwards suspended, when the film companies announced their 
policy of not employing Communists, has won his suit against 
Metre-Goldwyn-Mayer Studios for reinstatement.in his job as 
a screen-writer. The jury refused to accept the studio’s view 
that Mr Cole’s conduct in Washington had jeopardised its public 
relations sufficiently to violate his contract. The studio had made 
his reinstatement dependent upon public disavowal of member- 
ship in the Communist party. This is the first of five similar 
cases, involving several million ‘dollars in.salary claims ; the 
studio is expected to appeal — the decision. ais 


Ocean traffic may be deities but traffic on the Mississippi 
River is reaching new.peaks, and it is possible that the river. 
may regain the importance it had in the days before the railroads. 


The first ocean ee heluliter has just arrived at St Louis from — 
Cuba ; it is hoped at this will inaugurate a regular service of 
ocean-river ships, but there is some doubt whether sufficient 
cargoes are available in the area, in spite of the industrial ¢x- 
pansion which is going on in the Middle West. ; 
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THE WORLD OVERSEAS 





Obituary of Polish Socialism 


(By a Special Correspondent) 


A I the joint congress which opened in Warsaw on December 
isth, the Socialist (PPS) and Communist (PPR) parties of 
Poland were formally merged in the “ United Workers’ Party.” 
With the spontaneous popular enthusiasm customary in sovietised 
eastern Europe, an assembly of well-selected and long-prepared 
puppets voted out of existence one of the great historic socialist 
parties of Europe. 

From its foyndation by exiles in Paris in 1892 until the 
restoration of Polish independence in 1918, the Polish Socialists 
suffered from many different internal quarrels. They were divided 
by the division of Poland itself between the Russian, Austrian and 
German empires. Their main strength, however, was in Russian 
Poland among the big industrial centres (Lodz, Warsaw and 
Sosnowiec). In these areas socialism remained largely con- 
spiratorial, but in Austrian Galicia, where the political liberties 
customary in western Europe had spread, the Galician Socialist 
leaders acquired a taste for parliamentary democracy and, after 
1906, were strongly represented in the Reichsrat in Vienna. The 
socialist organisation in German Poland was nominally separate 
from, but in fact kept close contact with, their colleagues in the 
Russian-controlled areas. Polish Socialism in Russia was divided 
after 1906 into three groups—PPS Revolutionary Fraction, the 
PPS Left and Social Democracy (SDKPL), led by Rosa Luxem- 
burg. The Revolutionary Fraction demanded complete inde- 
pendence for Poland, and viewed all Russians with suspicion ; 
the PPS Left stood for Polish autonomy within a democratic 
Russia and close liaison with the Russian workers; SDKPL 
believed in a completely centralised. Russian. republic, and also 
recognised as permanent the annexation of Western and Southern 
Poland by Germany and Austria. In spite of all these differences, 
the majority of Polish Socialists desired independence, although 
they did not believe it could be achieved quickly. 

With the collapse of the three empires in 1917-18 and the 
restoration of Polish independence, these various currents were 
brought within one state. The Social Democrats had lost their best 
leaders—Rosa Luxemburg to German Communism and Radek 
and Dzerzhinski to Russian—but it was still a force. In December, 
1918, they and the PPS Left combined to form the Communist 
Party of Poland. In the workers’ councils which were set up 
during the winter of 1918-19, the Communists were strongly 
represented. They had a majority in the Dombrowa basin and 
between a third and a half in Warsaw and Lublin. In the follow- 
ing years they lost ground, partly through government persecution 
and partly because their association with Russia made them 
suspect to most Poles, but they still enjoyed support in the 
industrial centres until the Russian purges of 1937. Then their 
leaders, living in exile in the Soviet Union, were “ unmasked ” 
and “liquidated,” and the Polish Communist Party was officially 
dissotved by the Comintern. It did not reappear until 1942, when 
it took the title “ Polish Workers’ Party” (PPR). : s 

All other groups of pre-1914 Polish Socialism were united in 
a joint congress in Cracow in March, 1919, in a single Polish 
Socialist Party (PPS), which during the twenty years of Poland’s 
independence was supported by the overwhelming majority of the 
rapidly increasing industrial working class. In the depression 
years the workers’ movement became very radical, as shown by 
the wave of strikes, some of the “ sitdown ” type, in 1935-37. The 
outlook of most Polish Socialists was probably a good deal more 
to the Left than that of the PPS official leaders, but leaders and 
followers alike were determined to defend Poland’s independence 
against any threat from either of its traditional enemies—Germany 
or Russia. se Ne 
_»: Poland After Hitler Tew 
When Hitler o ied. Poland, the Polish Socialist Party (PPS) 
went a a (ei in order for at least a short period to 
give some peeecuon to ” ‘members it ae poe bie 
ish. initi i lity and Independe 
Gre saitiale, bee Ties Meares, @ARA grew BRO the 
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Home Army. In its ranks socialist workers fought side by side 
with Peasant Party men, right wing National Democrats and even 
former Pilsudskist regular officers. No other socialist organisation 
existed. Only some months after Hitler invaded Russia did a 
group appear called the Workers’ Polish Socialist Parry (RPPS), 
which did little but print a leaflet or two. About the same time 
the Communist Party was reconstituted as the PPR and had its 
own small resistance force, the “People’s Army.” In the last 
days of 1943 a body called the National Council of the Homeland 
(KRN) was created by the RPPS and the PPR, whose respective 
leaders were then Osobka-Morawski and Bierut. From KRN 
was formed the “ Lublin Committee” which the Red Army set 
up as a quasi-government when. the Germans had retreated 
beyond the Curzon Line. ! 
When all Poland was clear of Germans, it was to be expected 
that the Polish Socialist Party would reappear as one of Poland’s 
strongest parties. The Soviet authorities permitted this, but 
limited their consent by a “ black list ” of former Socialist leaders 
who must be excluded from politics. These included not only 
the exiled Socialists in London, who had enraged Moscow by 
refusing to accept the Curzon Line, but Puzak, president of the 
underground parhament of the Resistance, arrested by the 
Russians with 15 other Resistance leaders as a “ diversionist,” 
and other local Socialist leaders who had proved themselves 
capable organisers of the socialist movement. Cyrankiewicz, 
little known before 1939, returned from the concentration camp 
of Oswiecim to become General Secretary of the revived Polish 
Socialist Party, in which RPPS had already been merged. 
Though he made occasional tactical retréats, Cyrankiewicz has 
worked consistently for fusion with the Communist Party. 


Fusion by Force 


‘ bere { 
The fusion is the result of three years of pressure, purges and 
political pacts, which have methodically removed all power and 
will of the Polish Socialists to resist. The Communists from the 
beginning controlled the police and the ministries of Industry 
and Regained Territories (eastern Germany). The first enabled 
them to arrest anti-Communist Socialists, the second and third 
to put pressure on workers in the factories and to offer attractive 
jobs to converts. Purges continued throughout the period: it is 
worth mentioning those of November, 1946, June, 1947, and 
March, 1948, the latter including the removal of the entire 
Socialist executive committee in Poland’s largest industrial city, 
Lodz. During the summer, purges and arrests further increased, 
and in September even such formerly pro-Communist figures as 
Szwalbe, Rusinek and Osobka-Morawski resigned from the central 
committee. It is worth recalling that during the summer a 
parallel purge took place in the Polish Communists (PPR) of 
followers of the too nationalistic Gomulka. There were three 
main stages towards fusion. In. November, 1946, a political 
alliance was made, with special reference to the general elections 
of January, 1947, but with an undertaking by both parties to 
respect the independence of each other’s organisations. In 
December, 1947, the Polish Socialist congress at Wroclaw 
(Breslau) accepted fusion as the goal, but Cyrankiewicz stressed 
that the time had not yet come, In March, 1948, after the Com- 
munist coup d’etat in Czechoslovakia and the purge of Socialists 
in Hungary, Cyrankiewicz suddenly informed the Warsaw com- 
mittee of the Polish Socialist Party that fusion had been decided, 
and the party’s executive committee was then summoned to 
ratify the decision. 

This brief account should have made clear that there have 
always been trends in the Polish Socialist movement—and at 
certain periods very strong trends—in favour of an extreme Left 
policy and in favour of close co-operation with the Russian 
workers’ movement. It is also true that Polish workers, like those 
of other countries, have always desired unity of their class. Since 
1945, moreover, a social revolution has taken place in Polarid— 
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imposed from above yet no less radical for that—and the workers 
now privileged at least in relation to other classes. All these 
facts are stressed by the Communists to justify fusion and to win 
workers” support for the néw fegime. 
Against them must be set the Polish workers’ experience of 
the methods used—police terror far more ruthless than those of 
the Tsars or of Pilsudski and more dangerously efficient than 


. that of Hitler ; a totalitarian propaganda machine that constantly 


repeats the same Moscow-made slogans oversimplifying or 
perverting the teaching of the masters of Socialism ; the system 
of “ socialist competition ” and the Pstrowski (Polish Stahanov) 
movement which exploit labour as prewar capitalists would not 
have dared ; ruthless suppression of strikes (as in Lodz in 1947). 
Above all, they are convinced, and rightly, that Poland’s indepen- 
dence is gone and that its rulers are once more puppets of 
Russia. 

Soviet spokesmen denounce the Russian centralist views of 
Rosa Luxemburg of forty years ago, and claim that the USSR 
stands for equality of all nations. But the Soviets destroy 
national independence in the name of independence, just as they 
destroy democracy in the name of democracy. This is not a 
fusion of two Polish parties for the sake of workers’ unity, but 
the conquest of a great Polish party by a power clique of Russian 
puppets. And the failyre of Polish Socialism to resist the 
process is due far less to the divisions within its own ranks than 
to the overwhelming force exerted on it from outside. The 
Polish worker, with his sixty-year tradition of struggle for both 
social justice and independence, knows this. If the present regime 
has a generation of peace, its totalitarian police and school system 
may perhaps destroy the old beliefs. But for many years yet they 
will survive ir: the minds of the great majority of members of the 
new united party, be they former Socialists or Communists. 
There are also circumstances—a war, a Russian agreement with 
Germany, the threat of a new partition—in which this fact might 
be of more than academic importance. This also the Polish 
worker knows, and the Polish Communist leaders know it too. 


Russia's Economic 
Revival—lIll 


[BY A SPECIAL CORRESPONDENT] 


Ever since the beginning of its planned economy Russia has had 
to struggle against the limitations imposed on its industrialisation 
by the inadequate development of its agriculture. This may 
sound surprising in view of the fact that Russia has been the 
major agricultural power in the world. It is nevertheless true. 
Old Russia could well be one of the great exporters of agricultural 
produce, because there was no need for its farms to support 
a vast urban population and because the peasantry consumed 
little. But within the last decade before the second world war 
Russia’s urban population increased by 25 to 30 million people. 
An ever growing section of the rural population, hitherto self- 
supporting but now engaged in the exclusive production of 
industrial plants, added to the expanded domestic demand for 
food. The mass of the food-producing peasantry was undoubtedly 
consuming more than it had done before. And so this cumu- 
latively growing demand tended to outstrip agricultural yields. 
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This situation has continued after the war and, because of the 
losses sustained in agriculture, it has become agp ravated. 
In his last speech on the anniversary of the revolution Mr 


‘Molotov stated, with that studious Jack of precision that belongs 


to the style of ‘official pronouncements on econcmic matters, that 

“this year the~gross grain harvest has already reached the level 
of the prewar year of 1940.” Almost in the same breath he added 
that “the grain yield this year exceeded that of the prewar year 
1940.” The grain crop for 1940 was 118 million tons. This was 
the record harvest in the whole of Russia’s agricultural histdry, 
Even if allowance is made for propagandist exaggeration in Mr 
Molotov’s anniversary statement and if it is assumed that this 
year’s crop has only approached the prewar peak, this would still 
mark an astonishing recovery especially since, as Mr Molotov said, 

“the crop area has not yet attained the prewar level, and the heavy 
loss of tractors and agricultural machines sustained in the period 
of enemy occupation has not yet been repaired.” 

The grain harvest in the years of the war was as low as 50-70 
million tons, and it was only in 1944, when most of the western 
provinces had been recaptured from the Germans, that it actually 
reached 70 million tons. In 1046, the year of the disastrous 
drought, the grain crop for the whole of the country was between 
60-70 million tons. In 1947 it was about 100 million tons. (These 
are not official figures, but estimates based on indications in 
Russian economic periodicals ) 

This year’s bumper harvest may be explained by a combination 
of causes. The great droughts in the steppes are usually followed 
by compensatory spells of high soil-fertility. This is the normal 
pattern of the climatic cycle. The re-equipment of agriculture 
with new machinery and fertilisers has made considerable progress, 
Furthermore, the new system of incentive wages in farming, which 
was introduced in the beginning of 1947 and under which wages 
were fixed in proportion not only to the work performed but 
also to the yield achieved, has apparently resulted in higher 
productivity. 

Yet, in spite of all this, the agricultural output is still inadequate 
in relation to needs. For one thing the recovery in grain output 
has apparently not been matched by anything similar in cattle 
and dairy farming or in the cultivation of industrial crops except 
sugar beet. The unsatisfactory condition of cattle farming is 
strikiaely i!vetrated by the following table :— 

. (In Millions) 
Horned Sheep 
Horses Cattle and Goats Pig 


MRR Ss Hew 34-6 67-1 147-0 20-4 
TESD ... ace cctddatenes 17-5 63-2 102-5 30-6 
BONS «250 55s ode 4 . 8-8 31-0 61-0 7:6 
BUD cise ge cheese pe 10-5 47-0 69-4 10-4 
1950 (targets)........ 15-3 65-3 121:5 31-2 


This decline in livestock—the result of two great slaughters, the 
first provoked by collectivisation and the other caused by the 
war—has made farming almost completely dependent for its 
traction power on the state-owned Machine Tractor Stations. 
Before collectivisation, mechanical traction amounted to only 
4 per cent of the total traction power in Russian agriculture, but 
it increased to 70 per cent just before the last war. Animal 
traction power declined from 96 to 30 per cent. 

But more important than the decline in livestock has been the 
fact that even the record grain harvest of 1940 (or of 1948) was 
only 50 per cent or so above Russia’s crops before the revolution. 
Thus the rate of expansion in Russian farming has actually been 
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inadequate even in relation to the growth of the population at 
large, regardless of urbanisation and industrialisation. It was 
only in the middle and late thirties that collectivisation was con- 
solidated and that the basic technical improvements in farming 
were actually carried out. It was also in those years that the grain 
yield increased by §0 per cent. This was in the nature of an 
advanced dividend that the nation received from its heavy invest- 
ments in agriculture. The main dividends were expected to come 
in the forties. But the second half of the forties has been taken 
up by an effort designed to make good the devastation suffered 
in the first half ; the great expectations of a radical advance have 
been deferred until the fifties. 


Here, as in some other fields, recently published information 
indicates by what narrow margin Russia escaped defeat in the 
last war. Without the relatively modest advance of the late 
thirties, its agricultural resources would probably not have been 
enough to carry it through the war. It was mainly from the 
increased harvests of the prewar years that the emergency food 
stocks were built up. About one third of the 1940 crop (that is, 
nearly 40 million tons of grain) was collected by the Government 
either by way of taxation or through purchases. This compares 
with government stocks for feeding the towns of 10-15 million 
tons before collectivisation. In the years of the war, an average 
of only 17 million tons was annually transferred from the farms 
into government channels. The total amount of grain collected 
by government agencies from the farmers throughout the war was 
68 million tons which—as Mr Voznesensky points out—is more 
than three times as much as the Tsarist government had collected 
in the first world war. But since the non-food-producing popula- 
ion had also increased at east three times, the actual achievement 
of the Soviet government was, in relation to its increased needs, 
not over-impressive. 


One of the reasons of the collapse of Tsardom in the first world 
war was that it had not been able to guarantee food supplies for 
the urban population. The food resources which Stalin’s govern- 
ment had at its disposal were not larger proportionately, but 
they were more efficiently distributed, and the much higher 
discipline of the totalitarian state did not allow starvation in the 
towns to become politically dangerous. The housewife did not 
this time leave the bread queue to join in revolutionary 
demonstrations. 


Development of the Steppes 


The experience of the war alone would have been enough to 
prompt the Soviet government to make a determined effort now 
to stimulate the development of agriculture as rapidly as possible. 
The disastrous drought of 1946 was an additional warning. And 
even this year’s large harvest could have been larger still had 
it not been for the new drought on the Volga. About one third 
of all collective farms has been situated in the steppe area where 
they are affected by periodical droughts and soil erosion. This 
explains the great importance which the Soviet government 
attaches to the recently launched long-term scheme for the irriga- 
tion and afforestation of the steppes, where they intend to plant 
some 15 million acres of forest between 1950 and 1960-65. 


The steady shift of the centres of Russian industry to the Urals 
and beyond has, of course, created the gravest problem of all. 
For it is not enough that the overall food production should 
increase ; it is equally important that it should increase near the 
new industrial centres. But here agricultural policy must wrestle 
with nature itself. How far to the north and to the east, how far 
into the frosty and snowy wastes of Siberia can the cultivation 
of wheat and other grain be carried ? Up to a point the whole 
future of Russia’s internal colonisation depends on this. It is a 
political as well-as an economic issue of the greatest moment. 
The colonising experience of no other nation offers any satis- 
factory parallel to the present Russian experiment, for no other 
nation has attempted colonisation under comparable climatic 
handicaps. 

It is in this context that the practical, political and economic, 
as distinct from scientific, significance of the present Russian 
dispute over biological doctrines should be viewed. The spectacle 
of the Politbureau excommunicating a biological doctrine and dis- 
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Isle’ of Refuge? 


[BY A SPECIAL CORRESPONDENT] 


For some time there has been talk of President Chiang Kai-shek 
and his Government withdrawing to the island of Formosa if 
they are unable to continue resistance to the Communists in 
continental China. Steps indeed appear to have. been taken to 
prepare Formosa as a base, and high government officials are 
reported to have been sending their families there. ‘There is 
precedent in Chinese history for a last stand in Formosa, for, 
when the Manchus overran China in the seventeenth century, 
the supporters of the defeated Ming dynasty held out in Formosa 
for two decades after the mainland had fallen to the conquerors 
from the north. The precedent is not altogether a reassuring one, 
for the Manchus got Formosa in the end, but then the defenders 
had to rely entirely on their own local resources and-could hot 
expect aid from across the ocean. 

The hope of preserving an anti-Communist regime in Formosa, 
even after a military collapse on the mainland, is, of course, based 
on the fact that Formosa is an island, and cannot be invaded with- 
out shipping and naval cover. It is assumed that either the 
Chinese navy, such as it is, will remain loyal to the Government, 
or else that the American navy, on account of the strategic 
importance of Formosa to the United States, would provide, pro- 
tection and bar a Communist invasion ; if neither of these condi- 
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tions were to be fulfilled, Formosa would be no easier to defend 
than any other part of China, That Formosa is of great interest 
to the United States Navy Department is “apparent from its 
geographical position in the island chain fringing Asia, from 
Japan to the Philippines ; moreover, it is already well provided 
with airfields which were constructed for its defence by the 
Japanese and the neighbouring harbour of Makung in the 
Pescadores islands was formerly one of the most important 
Japanese naval bases, their farthest south outpost towards the 
Philippines. If the United States were to continue to recogni 
a Chinese government in Formosa as legal in spite of 2 Com. 
munist occupation of Nanking, it would bein orderto~su 
it with naval assistance and thus keep the-island from: falli 
into the hands of an anti-American power. If, on the other hand, 
Washington were to decide to recognise a Communist-dominated 
coalition government in Nanking any separate.regime. in Formosa 
would be, in international law, a rebel authority and the 
Americans would be precluded from supporting it; the Com- 
munists then might get hold of Formosa and if China were to 
make an alliance with Russia, it would be available as an advance 
bese for Soviet air power in time of war. 
Apart from the question of naval protection, there would be 
the problem of economic viability for a refugee government in 
Formosa. In this respect the situation would be more promising, 
even without American aid or the bullion and American dollar 
reserves which the Government woud presumably be able to bring 
with it from the evacuation of Nanking and Shanghai. In spite 
of initial neglect and mismanagement after .its..cestoration fo 
China in 1945, it is today one of China’s principal assets for 
foreign trade. It is not icula well endowed with 
natural resources, but both its industrial and its icultu 
potentialities had been efficiently exploited by the Japanese. 
value of its exports to foreign countries is today approxirnately, 
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one tenth of the value of all China’s exports, and their volume 
is exceeded only by the exports being shipped out of Shanghai. 
The value varies from month to month, depending chiefly on the 
amount of sugar exported; but the total figure for this year is 
expected to exceed US$21 million. The island’s usefulness to 
China may be gauged by comparing this last figure with Formosa’s 
allocations of foreign exchange, which for the first two quarters 
of this year amounted to US$2,177,800 and US$1,957,800 respec- 
tively. Trade with the mainland for the first six months of this 
year showed an excess of exports over imports of Taiwan $13.5 
million. 


In terms of value, more than three-quarters of Formosa’s exports 
to foreign countries consists of sugar, the next most important 
exports being tea, cement, pineapples and alcohol (a by-product 
of sugar). Under the Japanese there were 42 sugar milly produc- 
ing, at their peak, 1,400,000 tons of sugar a year. Only eight mills 
were discovered intact at the end of the war, the rest having been 
damaged in bombing raids or allowed to fall into disrepair through 
neglect. Moreover, the production of sugarcane had dropped 
sharply, chiefly through lack of fertilisers. Only 30,000 tons of 
sugar were produced in 1946 and 100,000 tons in 1947. The target 
ior this year is 268,000 tons and for 1950 800,000 tons. 


Prospects for Rice 


Although it does not figure in the current list of exports the 
next most important crop in Formosa is rice. The Japanese 
developed rice cultivation intensively, through irrigation and the 
use of fertilisers, as part of their campaign to make the Japanese 
empire self-sufficient in food. In the peak year before the war 
(1938) Formosa produced 48,711,452 bushels of rice, of which 
nearly half was exported to Japan. Nearly all cultivable land 
was under cultivation but the Japanese hoped to be able to 
increase production still further by more scientific methods. 
Although much higher than in most parts of China the Formosan 
crop yields were well below those in Japan. Production for 1946 
and 1947 totalled 30,977,814 bushels and 38,930,032 bushels 
respectively, and the estimate for this year is 42,878,000 bushels. 
Little has been exported legitimately but there has been a con- 
siderable amount of smuggling across to the mainiand. 
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In raising the production of sugar-cane and rice the chief limit. 
ing factor in both cases is the shortage of fertiliser. In 1938 
Formosa used 650,675 tons of commercial fertiliser, including 
217,300 tons of soya-bean cake. Last year the authorities were able 
to obtain only 80,000 tons of imported chemical fertiliser, 40,000 
tons of bean cake and 20,000 tons of locally manufactured fertiliser, 
Up to the end of August this year only 44,000 tons of chemical 
fertiliser had been imported. Formosa’s economy was thoroughly 
integrated with Japan’s. Although backward economically com- 
pared with prewar Japan, Formosa is advanced both agriculturally 
and industrially compared with China. This shortage of fertiliser 
illustrates clearly the inevitable dislocation which occurs when 
an area is torn from one economic system, of which it forms an 
integral part, and attached to another. It is reliably reported that 
Formosa’s fertiliser requirements are henceforth going to be 
covered by the American aid programme. 

Most of the big Japanese industrial installations are now owned 
jointly by the Provincial Government and the National Resources 
Commission of the central government, being operated by the 
latter. The managements are being assisted by some American 
advisers and, especialiy in the sugar field, by some Japanese 
experts. (The only other Japanese left on the island, apart 
from some Japanese wives of Formosan men, are about 30 
Japanese professors and lecturers at the university in Taipeh.) 
Three enterprises are owned and operated by the National Re- 
sources Commission alone : —the oil refineries at Kaohsiung which 
fuelled the Japanese navy during the war and were badly damaged 
by American bombers, the gold and copper mines near Keelung 
(currently producing only 1,500 ozs. of gold and 100 tuns of 
copper monthly), and the aluminium works at Kaohsiung. This 
aluminium plant, the most elaborate single industrial installation 
on the island, was planned to produce 20,000 tons of unfinished 
aluminium ingots a year, but under the Japanese it never got 
beyond the stage of producing 12,000 tons. It was severely 
damaged by American bombing raids. Rehabilitation is still in 
progress and it is currently producing about 3,000 tons a year. 
One of the main limiting factors is shortage of electric power. 
The Japanese estimated that they required 42,000 Kws. to produce 
12,000 tons and 60,000 Kws. to produce 20,000 tons. At present 
only 16,000 Kws. are available. 
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The Plan 


OR more than a month past, the main outlines of Britain’s 

four-year plan have been familiar. They were discussed 
in two articles in The Economist of November 27th. This 
week the British plan submitted to the Organisation for 
European Economic Co-operation on October ist has been 
officially published. (Cmd 7572). It is a document which lays 
bare the economic anatomy of Britain for the next four years. 
The patient puts a good—indeed an optimistic—face on his 
condition, and looks forward to getting about unassisted by 
1952-53... Many of the doctors are less certain of his vitality, 
and there are one or two surgeons who would like to make cuts 
to prevent him from trying to do too much. If the plan is 
opumistic, it is not because it exaggerates what Britain needs 
to do ; it is rather because even the achievement of the tentative 
degree of independence postulated in it depends upon 
the fulfilment of so many favourable assumptions that it remains 
a mere hope, and cannot at this stage begin to enter the realm 
of probability. The critical margin between undue despair and 
over-Optimism arises from the very nature of economic planning 
in Britam—“ an economy” (as the preamble to the document 
emphasises) “ heavily dependent upon international trade . . 
democratic nation with a high degree of individual liberty ” 
whose economic rulers are aware of no more than the very 
general trends of future developments. 

Thus the plan is contingent, provisional, open to quite 
radical adjustment, and plausibly illustrated by the best guesses 
that can be made at the figures as the planners would like to see 
them four years hence. If the plan is regarded as a piece of 
necessarily speculative supporting evidence about the broad 
character of economic policy in Britain during the next four 
years, rather than a rigid programme which must be persistently 
adhered to, no great harm need be done. But among the many 
limitations to this notion of planning—or half planning—one of 
the biggest is that the basic economic intentions behind the plan, 
and indeed many of the particular statements and figures, have 
become a matter of acute controversy within OEEC. The 
primary task in 1949 will be to reconcile the differences between 
the nineteen plans, and to weld them into some sort of integrated 
shape, so that co-operation and recovery in Western Europe 
stand some chance of becoming realities. 

It is for this reason that a sober assessment of the assumptions 
made in the plan, and of the statements of aims and possibilities 
contained in its pages is needed. Broadly, the programme secks 
to expand the output of industry, mining and agriculture by 
about one-third, compared with the prewar level and, despite 
a static or slightly reduced labour force, to increase the 
output of manufacturing industries by one-quarter compared 
with 1947 and by two-fifths compared with 1938. Expanding 
output should enable exports to be increased by nearly two-fifths 
above the 1947 level, while the supply of capital equipment to 


_ home industry should increase by about 15 per cent compared 


with 1947. — If these assumptions turn out to be right, the deficit 
on the dollar account should be reduced to manageable 
dimensions and a total surplus of £100 million will be earned in 
1952-53. The programme also suggests a fairly cheerful 
conclusion’ about standards of consumption, which the Chan- 
cellor of the Exchequer has lately been at some pains to discount: 


Examined 


A growth of output and trade of this magnitude . . . will 
permit a distinct increase in home consumption per head not 
only beyond the somewhat meagre standards of 1947 but, in 
many respects, beyond prewar level-, The supply of manufac 
tured goods for the consumer should rise 15-20 per cent above 
the 1947 level, with clothing and household goods somewhat 
above the prewar level. There should be sufficient supplies of 
the chief energy-producing foods and notable increases in the 
1947 level of consumption per head of meat, éggs, oils and fats. 
The consumption of food as a whole would approach the prewar 
volume and the more equal distribution of the national income 
which has been secured in recent years would imply that the 
standard of food consumption of a large part of the population 
should be markedly better than before the war. 

Sir Stafford Cripps this week has pointed out that the standard 
of living in 1952-53 is not something which can be determined 
four years in advance. Obviously, an improvement of the order 
of 15 to 20 per cent—whatever that may mean—is out of the 
question during the next four years. But the observations quoted 
above carry the implication that, on the best assumptions, the 
improvement might exceed the § per cent which official sources 
were suggesting a month ago. 

This question of consumption standards is material to the 
whole conception of the plan. The gap between Britain’s pay- 
ments and receipts will in any case have to be closed without 
external assistance by 1953. The standard of living at which 
the balance is struck.is for the British people and their leaders 
to choose for themselves, within the limits set by the economic 
circumstances of the country and the world outside. The limits 
assumed in the plan are not necessarily those which will govern 
the outcome of this decision. In the first place, OEEC instructed 
each of the nineteen countries to assume in its planning that 
the terms of trade—that is, the relation between import and 
export prices—would continue as at mid-1948. Some assumption 
was necessary for consistent forecasting, and against the back- 
ground of history—apart from the years of world agricultural 
depression in the thirties—the assumption made is not unreason- 
able ; it is at least better to proceed on the basis that there will 
be no gratuitous relief in the relative cost of British imports 
than to assume a large relative fall, which would incidentally 
affect the attainment of the ambitions for British exports. 
Secondly, each country was instructed to aim at balancing its 
overseas payments with its total receipts, and not to count on 
earning dollars from any of the other participants. Beyond these 
instructions, the plan is founded on the continuation of certain 
general policies of the Government—-economic education and 
joint discussion between Government, manzgement and labour ; 
a fiscal policy designed to stem inflation and to finance the invest- 
ment programme ; stabilising of personal incomes ; measures 
for the redeployment of labour ; the encouragement of increased 
productivity ; and the use of controls for “ fair shares” and 
assistance to the export drive. 


Targets for Industry 


So much for the broader background. The -next stage is to 
examine the major components of the plan in some detail. 
Agriculture, more carefully cossetted by this Government than 
by any of ‘its predecessors, is once again exhorted to fulfil the 
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plan laid down in 1947, and to produce by 1952 the highest 
output ever known. The hopeful character of this expansion is 
obvious from the following table: — 

*000 Metric Tons 


1934-38 1947-48 1948-49 1952-53 








; Average Actual Programme Pr er aioe 

I DORM 6 63k wen eecanep tide seu steet 1,751 1,716 2,284 2,764 
( RR 5 cs na en eeeanveskseaseces 2,875 4,585 5,277 5,644 
pt peed: e005. caw ee nese pedanenscs 1,485 885 |. 958 | 1,468 

WE 4s; tau oh onsen 7,305* | 7,79 | g039 | 8974 
abated: . :xs62 siesanickony sees cakekads 4'951* | 7,890 | 10100 | 2,750 
5 wt is 60g 4K0 54 obec eeneea 2,785" 2,932 3,650 3,650 

* 1936-59. ¢ In terms of liquad milk. 


It assumes an increase in the acreage under corn from 
6,052,000 acres in 1948-49 to 6,700,000 acres in 1952-53, and 
in linseed (that bane of all growers this year) from a mere 11,000 
acres in 1946-47 to no less than 400,000 acres in 1952-53. To 
set the acreage of wheat in four years’ time at 2,750,000 acres 
is, as the plan admits, “ the highest that can be maintained as a 
permanent feature of British farming without an acute distortion 
of the general farming pattern and a loss of soil fertility.” The 
revolution in farming practice which such figures imply—it is 
to be coupled with a considerable and welcome increase in live- 
stock and dairy production—is likely to require something 
more than the provision of a favourable economic and technical 
environment for British farming. And even if the programme 
is satisfied, Britain will still draw half its food from abroad. 


For coal, the Government has based its plans on the achieve- 
ment of an annual increase of § per cent in productivity per 
man-year “a rate substantially higher than has ever been sus- 
tained for a long period by any large section of industry.” It 
may not be impossible; but it will certainly require a tremendous 
effort. The aim is to meet the requirements of this country 
fcr coal and coke “ at the lowest possible cost ” and to ensure 
also that Europe’s needs for solid fuel are fully met from 
European (largely British) supplies. But by 1952-53, it might 
well be that the ambition in the plan to supply 40 million metric 
tons of coal exports and bunkers from this country will be 
challenged by other suppliers. Although the National Coai Board 
puts its capital investment programme for the next four years as 
high as £150 million, it is obvious that this will cover only the 
preliminary stages of a longer-term programme to improve 
underground haulage and surface cleaning plant. Its contribu- 
tion towards reduced costs and improved quality ought not to be 
negligible, but clearly the success of the coal mining target 
depends on increased physical effort, a great reduction in 
absenteeism, and the end of the Grimethorpe spirit. 

Much is expected of the oi industry. It is to play a major 
part in converting the “ invisible” account into a big earner. 
Seven new refineries at home and a doubling of crude oil output 
compared with the 1947 total of 54 million tons (including the 
Royal Dutch-Shell group as a British company under this head- 
ing), together with heavy capital investment in pipelines and 
tankers—these are familiar objectives. But in the four years 
1949 to 1952, these programmes will require 3,500,000 tons of 
steel. The plan drops the plainest of hints that “the carrying 
out of the full programme in good time and the meeting of this 
large demand for steel will require the co-operation of other 
participating countries, who will so largely benefit from it.” 
‘This is a good example of planning in a vacuum, for it happens 
that some of the other participating countries themselves have 
ambitious programmes for oil development and refining. 


“ The steel industry .is now operating at full stretch.” Output 
at the rate of 154 million ingot tons a year, which has recently 
been maintained, is not enough. And a review of the probable 
demand for steel in the “fifties (it would be interesting to know 


on what assumption about prices and other factors this review. 
was based) “ indicates a total requirement for home and export. 
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in the region of 18} million ingot tons a year.” The steel 
industry’s plan (now estimated to cost £250 million) aims at 
17 million ingot tons by 1952-53. The Government’s plan 
assumes, withour proof, that the shortage of imported semi- 
finished steel will prove persistent. The point is illustrated in 
the table below: 


ActuaL WEIGHT 
000 Metric Tons 


| 1935-38 | 1947 | 1998-49 | 1952-53 


Average Actual . 'Programme Programme 
Production of crude steel .........4..005 { 12,437 | 12,684 | 14,987 17,020 
Imports—crude and se pat finished steel . 487 293 | 373 385 
SOR NONE eo ks. coe ct cae i 486 105 544 a 
E xports— pos fe ar an semi-finished steel... | 22} 4 6 bet 
Aa, GROG. 6... twiks-o-s0can bie 1411 | 996 1,185 1,580 


Canitthtapiittes of finished ote) 8. RS >| 7444 9,630 11,032 11,860 
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In steel, perhaps more than in any other industry, there is an 
opportunity for effective European co-operation—in harmonising 
development programmes, in the provision of raw materials, and 
in the supply of steel for processing and finishing. It was not to 
be expected that the British plan, which was submitted with the 
need for such co-operation in mind, should have explored these 
possibilities. But it does well to recognise that British policy for 
the expansion of the steel industry will be reconsidered in the 
light of the long-term programmes submitted by other countries. 

The engineering industries were set the task of exporting by 
the end of 1948 230 per cent of the volume of their exports in 
1938. By 1952, production in mechanical and electrical engin- 
eering is expected to rise to about 170 per cent of the 1938 level, 
in vehicles to 135 per cent, and in tools and implements to 160 
per cent. The aim is to export “ not less than ” 230 per cent of 
the 1938 volume in 1952, which seems, indirectly, to imply that 
no Major expansion in exports is looked for. At any rate, the 
supply of machinery for home investment in 1952 is expected 
to increase to 40 per cent above the 1938 level (in 1947, it was 
20 per cent above) and the main stress so far as exports are con- 
cerned is put on agricultural tractors, for which home demand 
will presently become stabilised for replacement, leaving most of 
the rapid increase in production for export. 

The programme for chemicals combines two objects. One is 
to replace supplies of organic chemicals now drawn from dollar 
sources at a cost of $60 million a year, and to yield an export 
surplus. Another is to increase the output of basic chemicals 
like soda ash, caustic soda and fertilisers, mainly to enable the 
sterling area to supply South America and the Far East, rather 
than to supply Europe, which is already largely self-sufficient. 
This programme is estimated to cost £200 million by 1952. 
The export contribution from the textile industries is more 
direct in character, and om recent experience, the figures in 
the following table seem optimistic :— 


‘000 Metric Tons _ 


; } "4 
1935-38 | 1947 | 1948-49 1952-53 





Serre Beis Sr aie See ewes bho. e ; 5 

Catton consumption ...... 66... 0 ceeedes. Peis | 368 | ast 473 

Wool consumption ...... ...2.+sceseeees | -ige i isl} 223 252 

Synthetic fibres production, ............. | 61-2 92-1 | 122 200 
(1938) i $ mnas.* 


Exports of textile materials and products! | 490 om. 4 ale 1212 1,452 


* 1938 1938 and 1947 at fob. prices of those. years; 1948-49 49 and 1952-53 at “1948- 49 prices. 


By 1952, output of cotton and rayon cloth, it is hoped, will 
increase by 35 to 40 per cent, compared with 1947.. Production . 
of synthetic fibres is to be doubled in the same. period. Exports 
of cotton goods in 1952 should be “ at least” 80 per cent greater 
than in 1947, and wool exports 60 to 80 per cent greater, while 
exports of staple fibre should be “at least” doubled. 

The need for new and faster ships, specially designed for the 
particular trades which they serve, is acknowledged in the plan. 
Dry cargo tonnage is expected to reach 12.9 million tons gross » 
by the end of 1952, compared with 12.1..million tons .at .the » 
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beginning of this year, and with 13.9 million tons in 1939. And 
this programme assumes an abnormally low rate of obsolescence, 
so that much of the shipping in use in 1952 will be too old to 
give efficient service. Yet it is expected that the better-balanced 
fleet will then provide a net income of about £90 million, pro- 
vided that shipping is free to compete in world trade without 
flag discrimination. Tanker tonnage will, of course, be: far 
higher than in 1939, but the development of the Middle Eastern 
oilfields will require all the tonnage that can be built in the 
next four years. The shipping programme as a whole will require 
an investment of £50-£624 million a year, and will continue to 
be limited by steel supplies. 


The Scale of Investment 


This summary of the industrial targets will-have given a 
Capital investment picture of the scale of investment which the 
Government proposes for the next four years and is, in fact, 
one of the constants in its economic equation. The annual 
programme, at current prices, is to cost £2,125 million—in other 
words, something very close to the present figure, and to the 
present proportion (about 20 per cent) which investment absorbs 
from the national income. The hope is that Britain, unaided 
in 19§2, will be able to finance such a programme from its own 
financial resources, without drawing, as it is now drawing, on 
external assistance. in order to make investment on this scale 
possible at all. The plan professes the intention to increase 
the rate of investment, if the national income itself expands. 
But it would be more realistic to demonstrate that an investment 
programme of this order will be achieved without inflation and 
without running any risk of curtailment through political pres- 
sure exerted by consumers. 

As it is, the programme implies much less than is commonly 
supposed about the rate of net new investment in manufacturing 
industry. It is a gross programme, which includes provision 
for maintenance and repair of existing assets ; the major con- 
stituents of the programme are under direct Governmental 
control, for they include fuel and power, transport, housing, 
social services and. defence. Together these account for 
61 pér cent of the gross investment expenditure which is pro- 
jected for the four years. Industry accounts for one-third of 
the total, but the iron and steel and shipbuilding programmes are 
absorbing a large share of the resources available for industrial 
investment. The plan contents itself with the observation that 
“should any additional resources become available for invest- 
ment, they will be concentrated on industrial investment.” Since 
industry’s share must also contain some provision for stocks of 
working capital, as well as fixed assets, and since it is common 
ground that the majority of industrial concerns have been unable 
to maintain their real capital intact during a decade of rising 
prices and high taxation, the allocation to industry of one-third 
of the resources to be committed to investment is almost cer- 
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tainly inadequate. It may represent the most that can be done 
when the other claimants have been satisfied, but there. is. no 
justification in the White Paper for the proportions (including 
16 per cent for housing) in which the Government has attempted 
to divide the total. The plan has been. laid down, the. shares 
fixed after departmental bargaining .and political pressure have 
done their work ; and these decisions are fortified by the “ wide 
range of controls in force to ensure that investment resources 
are canalised in the desired direction.” Between what is desir- 
able and what is justifiable by strict economic calculation, how- 
ever, there may be a wide gulf. That is particularly true of the 
more ambitious plans for Colonial development. 

The problem of financing this volume of investment during 
the four years is made no clearer in the plan itself. There are, 
indeed, general passages. describing the role which fiscal policy 
is playing in financing public expenditure and capital invest- 
ment. The approach is rigid: public finance must aim at main- 
taining full employment, but must counter any inflaticnary 
pressure which will arise if voluntary savings are insufficient to 
cover the projected level of investment. The tentative success 
of this policy during the present year, however, provides no 
assurance that, during the next four years, it will be possible to 
strengthen, or indeed, to sustain it. The inherent contradictions 
between a policy designed to increase total output of manufac- 
turing industry by a quarter, to throw off dependence upon 
external aid, to raise by taxation what will not be saved volun- 
tarily—these contradictions can only be resolved by the use of a 
fiscal ‘strait-jacket which only the boldest of chancellors dare 
impose, and to which only the most pliant electorate would 
submit. The importance of the function of saving has only 
been discovered now that the means of saving have largely been 
destroyed. 

Balance in 1952? 


The Government’s hopes about the balance of payments in 
1952 have been known in some detail for a month past, and 
were outlined in these pages on November 27th. To the 
account then given, the White Paper adds some further details. 
The Government believes, on “a realistic assessment of the 
prospects ” that in the early “fifties Britain should be able to 
maintain “ year in, year out” exports at 1§0 per cent of the 
volume exported in 1938. The earlier ambitions of raising the 
percentage to 160 or 170 have been abandoned. The new target 
is based on a recovery in exports of solid fuel, andon a continu- 
ing expansion in exports of equipment and textiles. ‘The detailed 
planning for these industries, which has already been sum- 
marised above, includes, however, several cautious’ references 
about the expansion of output and of overseas sales. To bring 
the external account as a whole into balance by 1952 depends 
upon a prodigious expansion in invisible earnings, of which the 
net earnings of British oil companies are destined to contribute 
a Major part. The import programme; as a whole, is to be 
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limited to 85 per cent of the prewar volume but, within this 
total imports of food and feeding stuffs are to be limited to 80 
to 85 per cent of the prewar volume (an increase of ro per cent 
compared with 1947) and raw materials will be raised to roo to 
105 per cent of the prewar volume—a decision which is clearly 
necessary to maintain rising production. 


The balance of payments estimates are offered, in the 
Chancellor’s words, “ more by way of a possible outcome than a 
forecast of what will actually happen.” They assume a high 
level of economic activity throughout the world, and particu- 
larly in the western hemisphere ; a “ reasonable flow ” of trade 
between eastern and western Europe ; substantial progress in 
European co-operation ; continued aid from the United States 
until 1952 ; and no substantial increase in the need for rearma- 
ment—a point which has gained added force since the British 
memorandum was submitted last October. All these conditions 
may be satisfied, but it will be providential if they are. And 
even so, the balance will be precarious, not only (as the White 
Paper emphasises) on the dollar account, but on the total account 
too. It is based on the explicit assumption that the countries 
participating in OEEC will be short of sterling as a whole—an 
assumption of which much more will be heard in the next few 
weeks. It is based, too, on a much more purposeful approach to 
the multilateral use of sterling (“the United Kingdom would 
deprecate attempts to work towards complete bilateral balance 
even between broad geographical groups”). This is a meri- 
torious ambition. But the process of offsetting surpluses against 
deficits throughout the non-dollar world is bound to be slow and 
painful. For it implies radical adjustments of the economies of 
western Europe so that their deficiencies of sterling are m2iched 
by their earnings from other countries with which the sterling 
area itself is in deficit. And several of the European participants 
will have different views from those of Britain about the 
necessity and practicability of such alterations in the pattern 
of their economies. 


Some Broad Conclusions 


This exposition and commentary on the plan cannot pretend 
to be exhaustive, but it suggests some broad conclusions. First, 
perhaps, is the reliance which it places on rising productivity— 
without indicating, save in the most general way, how the 
increase is to be won. The expansion of output as a whole by 
one-third assumes that productivity can be raised by 2} per cent 
per annum during the next four years. The figure is realistic, 
in the sense that its attainment is well within the bounds of 
technical possibility. But by what combination of persuasion, 
inducement, or compulsion can its achievement be guaranteed, 
at a time when “ a real and grave crisis in economic affairs seems 
remote and unreal” to the British public ? By what strengthen- 
ing of policy can the declining labour force of Britain be 
re-distributed for the most urgent. tasks ? 

Secondly, the plan contains a number of inconsistencies. 
Controls are being simplified “ wherever possible ” and “ will be 
abolished as soon as their advantages appear to be outweighed 
by their disadvantages.” Yet there is no possibility, on the 
Government's own showing, of abandoning controls at the most 
critical points of the economy. ‘The level of imports seems 
destined to be controlied in perpetuity ; food rationing may be 
here to stay; the division of output between home use and 
exports depends largely on the effectiveness of controls on invest- 
ment and home consumption. The cost is acknowledged, both 
in money and manpower. But it is only from the manpower 


unproductively employed in controls that some increase in the 
industrial labour force can be secured. 


Thirdly, there remains the abiding dilemma between the 
level of consumption and the volume of new investment. The 
former is to increase, and perhaps appreciably if the plan works. 


The latter is to be kept more or less constant, and even so, only 
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ILLUSTRATIVE FIGURES OF THE PLAN 
UK Consumption, Propuction, Imports AND Exports tn 1952-53 
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at the expense of a large budget surplus which in turn implies 
the disincentives of high taxation, and predatory fingers ever 
ready to grasp part of the surplus to increase the scale of current 
consumption. 

Fourthly, the plan exposes the weakness of unilateral planning 
which assumes without grounds for certainty that exports can 
be sold in the required volume in a world where almost every 
country is a debtor, and only one a major creditor ; where all 
the debtors will aim their exports at Western Hemisphere 
markets ; and where the supplies of essential foodstuffs and raw 
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materials available from the non-dollar countries will have to 
show a prodigious increase if independence from dollar sources 
of supply is to be even thinkable. 

To draw attention to these difficulties is not to decry the plan 
as a whole. This, or something very much like it, will be 
necessary if Britain is to reach a state of economic independence 
with a tolerable standard of living in four years’ time. The 
country has a free choice, not between success and failure-—for 
success cannot be taken as a matter of certainty—but between 
making the effort to deserve success and courting certain disaster. 


Business Notes 


Administrative Law and the Steel Bill 


__ The committee stage of the Iron and Steel Bill is to be dealt 
with, as the business of the Standing Committee is now arranged, 
in 36 sittings. The Bill contains 58 clauses. By the end of the 
seventh sitting, when it adjourned until next month, the Com- 
mittee had finished dealing with Clause 1, in which it had corrected 
a few crude errors of drafting but made no substantial changes. 
The Minister of Supply resisted a number of attempts to fix 
the composition of the Corporation and the conditions of service 
of its members. The example of the National Coal Board (which 
has had to go to Parliament for authority to appoint some part- 
time members) supported him in insisting on the need for 
flexibility on these matters. Faced with an amendment to limit 
the number of full-time members to six, Mr Strauss explained 
that when the Corpcration is first established it is to consist mainly 
of full-time members ; work in the early stages will be heavy. 
‘ater the proportion may be changed as the members’ work 
«anges. He refused to be tied down to a three years’ tenure of 
« tice for the Corporation members, or to accept a fixed system 
of retirement in rotation ; but he indicated that the intention was 
to make appointmients for not more than five years. His insistence 
on freedom of action provoked Mr Lyttelton to ask “ Why have 
Kriis-at all 2?” and Lord -Hinchingbrooke to protest that Parliament 
should not leave important matters to subsequent administrative 
acnion: 


We might just.as well have a sheet of paper before us saying that 
the iron and steel industry shall be nationalised end leave it to the 
droit administratif of the Minister afterwards to write in what he 
wants. 


But thete is still a suspicion that flexibility may really be essential 
if the, Bill is not-to be even more unworkable than it need be ; 
variable factors, such as the market price of a board member or 
the length of tenure necessary to induce him to take the job, can 
be left to administrative decision. 

An article in the Statistical Bulletin for November of the British 
Iron and Steel Federation discusses some points that go deeper. 
One of these is the extent to which the proposed Corporation is 
to take over the common services now rendered to the industry 
by the Iron and Steel Federation. The Bulletin points out that 
in nearly every branch of its productive activities beyond the ingot 
stage the Corporation will be in competition with some 
private firms, and in some of the more highly finished branches 
the non-nationalised sector will be a good deal larger than the 
nationalised sector. Beyond the stage of ingots and hot rolled 
steel the nationalised sector will vary from 97 per cent for wheels 
and axles to 16.5 per cent for drop forgings. “How in such 
circumstances the Corporation could possibly claim to be a suit- 
able body for providing common services for itself and for the 
private companies which are its competitors it is impossible to 
see.” An analogous point is raised with reference to the proposed 
price-fixing functions of the Corporation. Prices of iron and steel 
products are at present fixed by the Government on the advice 
of the Iron and Steel Board. But the Corporation, in fixing the 
prices of scheduled products, will be under no statutory obliga- 
tion to publish price lists. or consult independent authority: 
“There is nothing in the Bill to prevent the Corporation from 
undercutting its privately-owned competitors in wire, forgings 
and constructional engineering, or in many other products, making 
a loss on_ these sections of its business and recouping itself by 
exploiting its monopoly of crude steel production.” ‘These specula- 
lions«may.seem highly coloured now, but they arise from the Bill 
direttly aud without perversion: There seems no point in creating, 
unnecessarily, situations in which the Iron and Steel Corporation 
will be both judge and interested party. 


Achievement in Exports 


At least one target is nearing achievement, for in November 
the volume of exports reached 148 per cent of the 1938 level com- 
pared with the end-of-year target of 150 per cent. This has been 
assisted by a notable expansion in textile exports, particularly 
cotton goods. Exports in October were 142 per cent of their 
prewar volume and in July, which had an extra working day, 149 
per cent. In value, total exports in November at £147 million 
were the highest ever recorded. The daily rate of exports during 
the month which had 26 working days was § per cent higher than 
in either October, also with 26 working days, or July the previous 
peak month, which had 27 working days. Exports for the past 
nine months adjusted to a notional month of 26 working days are 
as follows: 

British Exports 
(based on 26 working days a month) 


£™mn. £ mn, £ mn, 
Marthe. is7C. 126 Jone yi... 139 September 131 
Pepe 65 ass 126} Faby ie. 140 October... 140 
May dink vias 135 August .... 1354 November. 147 


These figures give an encouraging picture. The upward trend in 
the value of exports is also reflected in the relatively steady 
increase in their volume over the same period. 

Exports of food and raw materials in November were not very 
much larger than in Octover. Shipments of coal declined by 10 
per cent in value, while exports of seed and nuts for oil were 
halved. These declines, however, were offset by increased exports 
of miscellaneous raw materials, and in particular of coal tar pitch 
to France. The export of manufactured goods rose by £5,400,000 
and most of this was due to a sharp increase in cotton exports, 
which at nearly £134 million not only exceeded their target set 
for the end of the year but were also the highest recorded since 
1929. Shipments of cotton piece-goods amounted to £8,700,000 
or £1,200,000 more than in October and exports to Canada in 
particular were 25 per cent higher. Woollen and worsted exports 
reached £9,400,000 and were the highest value attained since 1920. 
Machinery maintained its position as premier export group but 
shipments during the month increased by only £1,000,000 to £23} 
million. The value of vehicle exports totalled almost £22 million 
and was also only slightly higher than in October. 

The value of imports during November reached £181 million, 
a figure which has been exceeded only twice since the war—in 
April and. July of this year. Imports of food, drink and tobacco 
rose to a new record of nearly £83} million, owing to heavier 
arrivals of butter and meat from New Zealand, and also of cocoa, 
tea and wines. Raw material imports were also higher than in 
October and totalled £60 million. Most of this increase was due 
to heavier arrivals of wool. The adverse visible trade balance feil 
slightly during the month to £28,700,000, taking imports at their 
cif. value. This was the lowest figure since January, 1947. _ The 
total adverse balance for the first eleven months of the year 
(allowing to per cent for insurance and freight in import values) 
amounted to {£216 million, compared with £390 million for the 
same period of 1947. Details of November’s trade are included in 
this week’s issue of the Records and Statistics Supplement. 


* * * 


Disinflation for South Africa ? 


Last week, for the second time in recent months, Dr de Kock 
warned the people of South Africa of the need for. restraint, 
declaring that the tempo of “ development ” must be slowed down 
and that consumption demands must be limited so as to provide 
resources for esséntial capital outlay. This time he gave first 
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\teeth to the warning by announcing financial measures to reinforce 
the rather half-hearted efforts of the Government. In the absence 
‘of any stern budgetary policy, it is, indeed, only by financial 
restrictions that any genuine disinflationary pressure can be 
exerted. Even so, the monetary authorities apparently prefer 
to rely upon directives to. the banks rather than upon the orthodox 
method of deliberately raising interest rates: the aim will be to 
stabilise rates at or near the higher levels recently established. 
Meanwhile, the banks have been asked “as a matter of positive 
public policy” to contract credit facilities for non-productive 
purposes generally and also to restrict advances for less essential 
and over-developed industries “with due regard to the obvious 
need of exercising discretion.” Owing to the massive inflow of 
overseas capital in 1947 and early 1948, the yawning gap in the 
current balance of payments, so far from causing a contraction 
in the volume of credit internally, actually coincided with a large 
expansion—as, indeed, nappened in Britain in the Daltonian phase. 
The volume of money in the Union expanded from £349 million 
at the end of 1945 to £412 million by October, 1947, and by a 
further £21 million—to £433 million—in the ensuing twelve 
months. Bank advances and discounts, which stood at £114 
million in 1947, rose to £131 million by June last and to £152 
million by October. 

Despite its forthrightness at certain points, the general tone of 
Dr de Kock’s speech was less austere than might have been 
expected. He does not think that South Africa ought to be 
expected to work out its own salvation: “it would be presump- 
tuous to expect the Union to achieve equilibrium in its balance of 
payments without substantial amounts of overseas capital during 
the next five years.” His own informal inquiries suggest that “a 
certain amount” could be obtained from the United States if 
“ attractive terms ” were offered ; and, if necessary, it appears that 
he would seek dollars indirectly by borrowing in Switzerland. 
“We must,” he said, “exert ourselves” to borrow hard currency 
capital, to avoid “ unnecessary dislocation.” If Government and 
people had really made an honest effort to put their own house 
in order, this might be a reasonable—perhaps, then, even an 
inevitable—attitude. But at this early stage, before most South 
Africans have even discovered the meaning of their crisis, it is 
surely an irresponsible line for a central banker to take. For the 
present, he would have done better to have left that to the 
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politicians, who now may be prone to take his opinion as an 
excuse for inaction. ; 

Except in the matter of overseas borrowing, the authorities 
apparently intend to sit back and await the results of the measures 
so far adopted. Dr de Kock believes that the drain of gold will 
stop when the import restrictions exert their full effect ; in the 
meantime he is prepared to see the reserve ratio drop below its 
recently reduced (and also relaxed) minimum. He sees no solu. 
tion in unilateral devaluation, because “there is little likelihood 
of our gold-mining industry deriving any net benefit” from such 
a “desperate” step. 


x * * 


Anglo-Swedish Trade and Payments 


The unexpectedly protracted London discussions on com- 
mercial and financial questions which have occupied representa- 
tives of the British and Swedish Governments since early Novem- 
ber yielded an agreement at the end of last week. The main 
issue that had to be faced by the negotiators was the disequilibrium 
in Anglo-Swedish payments which had occurred since the previous 
agreement was signed in November, 1947. It was then assumed 
that payments between the two parties would be kept in approxi- 
mate equilibrium. That assumption has gone sadly astray, 
Swedish exports have been unquestionably hampered by the 
over-valuation of the kronor, while Swedish _ purchases 
from the sterling area have been considerably swollen 
by the switching of imports from dollar countries. Sweden’s 
dollar shortage preceded its shortage of sterling and was a direct 
cause of the disequilibrium in payments with the sterling area. 
The measure of that disequilibrium was gauged in the recent 
intra-European payments discussions in Paris when it was dis- 
covered that in order to meet its prospective deficit with the 
sterling area in the twelve months to June 30, 1949, Sweden 
would have to draw down immobilised sterling balances by {17 
million. The London negotiations were intended to devise t! ¢ 
means by which a more satisfactory equilibrium in these paymen 3 
could be restored. 

In order to provide the greatest measure of room for manocuvre 
the two parties undertook ar the outset to waive the gold payments 
clause and thus leave no specific limit to the mutual overdraft 
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The Three Banks 
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The Royal Bank of Scotland, Glyn, 
Mills & Co., and Williams Deacon’s 
Bank Limited, constitute a banking = 
gtoup whose resources rank them = 
sixthamongthebanks ofGreatBritain. = 
Their resources are large enough to = 
meet the requirements of any cus- = 
tomer. These three banks, cach with = 
a famous banking tradition, each = 
still retaining its individuality, can = 
give to. every customer the advan- & 
tages of their pooled facilities and = 
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diverse financial experience. 


ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London & Branches 
GLYN, MELLS & CO. . 
Founded 1753. Londoa 
WILLIAMS DEACON’S BANK LIMITED 
Founded 1771 Manchester, London and Branches 
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facilities they might grant to each other. ‘In the second place, 
Britain undertook to step up considerably its 1949 i pro- 
gramme with Sweden and in particular to take more iron ore, 
umber, pulp and newsprint. These prospective increases in 
Swedish sterling receipts were not, however, deemed sufficient to 
maintain Swedish imports from sterling countries at the level 
held in 1948. It was therefore decided that some of. these 
imports should be considerably reduced. It was mainly in the 
selection of the classes of sterling imports to be cut that difficulties 
between the two parties emerged. In the end the onus of selec- 
tion had to be left to the Swedish authorities and they decided 
to make the main cuts in textiles and machinery. During the 
coming year, therefore, licences for the import of such goods from 
the sterling countries will be appreciably reduced. The new agree- 
ment leaves Sweden in the transferable account group of countries 
and increases the advantages to be derived from that membership 
by removing the gold convertibility clauses which have in the 
past ceneed to shackle trade and payments between the two 
countries, 
* ® = 


Expanding Trade Under Bilateralism 


There was evidently a last-minute rush to conclude the 
various trade talks before Christmas. Norway has agreed to buy 
more British goods in 1949, even though its sterling expenditure 
is likely to exceed its sterling earnings. Britain is also to import 
more goods from Norway, including larger quantities of timber 
and wood pulp. Both countries have further agreed to waive the 
gold payments clause. Danish imports from Britain next year will 
be increased to about £624 million compared with £46} million 
this year. A large part of the additional imports will be textile 
piece-goods. The conclusion of the Swedish trade talks, also 
announced last week-end, is discussed in a separate note above. 

The success of these negotiations is undoubtedly connected with 
the success of the British export drive. If Britain can produce 
the type of goods which other countries want, trade is likely to 
expand even within the limits of bilateral agreements. For certain 
countries, sterling may be becoming a hard currency, but Britain’s 
unique position as a large poteritial importer of many different 
types of goods—from raw materials and foodstuffs to manufactures 
—precludes any possibility of sterling becoming as scarce as 
dollars. A relative scarcity of sterling may even encourage Europe 
(as before the war) to expand production for the British market. 

A new five-year trade agreement is expected to be signed with 
Poland this week. Total trade between the two countries will 
amount to £300 million during the period. Britain is to get 
foodstuffs, mainly bacon and eggs, in return for wool, tin, rubber, 
copper, cotton and certain manufactured goods, The pact had 
been held up over the rate of compensation to be paid for British 
property in Poland which has been nationalised. The agreed 
figure is £30 million. But according to reperts from Warsaw, this 
will not be entirely repaid during the life of the new agreement, 

the balance of trade in Poland’s favour will not be sufficiently 
age. If these reports are correct it means that Britain has given 
way to the Polish demands—a move which is not easy to under- 
stand. 

There are also reports that the negotiations with Jugoslavia may 
be concluded shortly. Here, again, the stumbling block has been 
the rate of compensation for British property sequestrated by the 
Jugoslav Government. If Britain has really waived this point 
with one country it can hardly maintain it against another. 


* * * 
Opencast Coal 


No new target has been set for opencast coal production. The 
programme of 13 million tons m 1949 which has been mentioned 
this week formed part of the British coal, production: programme 
put before the Paris Conference sixteen months‘ago. Since this 


year’s opencast output will not be far short of 12 million tons, the . 


programme for next year does not represent a large productive 
increase. It does, however, mean an intensification of activity, 
for as the present workings become exhausted new fields have 
constantly 40 be found, and the search becomes gradually more 
difficult in spite of the more powerful equipment and bolder 
techniques employed in stripping off the soil, And with each year 
of opencast working the area of damage spreads. Clearly the 
sooner it is brought to an.end the better... ciate 
From this point of view the four-year plan is more disquieting 
than the 1949 programme itself.. The plan speaks of an increase 
by 19§2-§3 of some 40 million metric tons of deep-mined coal to 
bring abour “a total production Gncluding Sg a production) 
of between 250-260 mn metric tons.” .. figures are very 
rough, but this means that out of a total production of between 
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246 and 256 million long tons, less than’ 240 million is to come 
from the mines. Opencast output will be called upon to fill this 
gap and to make up any unforeseen deficiencies as well. It is true 
that the Ministry of Fuel and Power sees opencast as playing by 
1952 or 1953 a declining part in British coal production. But it is 
not easy to see how the present dependence on dpencast is to be 
removed. To reach the rate of deepmined output intended by 
1952-53 will take a great effort—an annual increase of § per cent, 
as the four-year plan points out, in output per man-year. 
this programme will be fulfilled is speculative; it is most unlikely 
to be exceeded. Home and foreign demand may prove, however, 
to have been overestimated, and the four-year plan, which points 
out the uncertainties surrounding the attempt to assess the 
probable course of demand, appears to have this possibility in 
mind. In that case the first. concern must be to keep mining 
cutput up and cut down the opencast programmes. Coal. users 
who have to endure coal of poor quality, farmers,and the local 
communities whose amenities are damaged, would all be glad to 
see it go. 

* ” * 
Russian Coarse Grain 


Although there is little likelihood of a new trade agreement 
with Russia in the immediate future, Britain is trying to buy 
further ‘substantial quantities of coarse grains from tke Soviet 
Union. In 1948 2 total of 764,000 metric tons were received. under 
the trade agreement signed twelve months ago ; of this quantity 
470,000 tons consisted of barley, 190,000 tons of maize, and 104,000 
tons of oats. The quantity suggested for 1949 is 1,500,000 metric 
tons, or double this year’s amount, and if it-is forthcoming it 
would place Britain in a much stronger bargaining position in the 
prospective negotiations with Argentina. An import of this size 
from Russia, with additional quantities of maize from Jugoslavia 
and the United States, would enable Britain to maintain the 
current allocation of feeding-stuffs without having to buy any grain 
from Argentina. Supplies of grain retained by British farmers 
during the new season are expected to increase from 3,300,000 tons 
to 4,200,900 tons, but even given the increased supply of milling 
offals, the total available supply of feeding-stuffs to British farmers 
will still be only 60 per cent of its prewar level. 

Most of the sterling which Russia earned from this year’s sale 
of grain has been spent on buying raw materials, particularly wool 
and rubber. Such purchases are likely to be continued during the 
coming twelve months, and in addition Russia will need sterling 
to meet deliveries of capital equipment contracted for earlier this 
year. 

Prices will present a difficult problem. Lasi year’s prices. were 
never officially divulged, but were supposed to be based on 
world prices. They were. declared in Parliament to be “fair and 
reasorfable.” Yet, from the evidence of the Trade and Navigation 
Accounts, the average cif import prices of Russian grain seems to 
have been well above the corresponding prices in Chicago ; 
moreover, they increased from quarter to quarter although during 
the same period the Chicago price fell sharply. Details of these 
prices. were published on page 762 of The Economist of November 
6th. The Russian selling authorities will no doubt try to exact 
equally favourable terms this time. . Britain obviously does not 
want 10 pay too high a price, but the search’ for new sources of 
supply often succeeds only because higher prices are paid, Never- 
theless there is a limit to the premium which it is worth paying 
in order to get coarse grain for sterling instead of for dollars, 
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‘Multiple Rates for the Peseta 


Spanish pride which apparently refused to tolerate a straight- 
forward devaluation of the peseta is being safeguarded by the 
mtroduction of a differential exchange rate system the like of 
which has been matched by no other country, save perhaps Bizonia 
in the short period before the currency reform. The new system 
follows directly on the commercial and financial discussions with 
representatives of the British Government which were held in 
Madrid recently. The negotiations for enlarging the volume of 
trade between the two countries stumbled time and again on the 
wholly artificial valuation of the peseta at the official rate of 44 to 
the {. This made the prices of Spanish exports prohibitive 
and offered too great an inducement to imports into Spain. 
Instead ‘of meeting the difficulty with a devaluation—a suggestion 
which apparently was held by the Spanish authorities as an affront 
to the régime—the Spanish exchange system has been transformed 
into what seems at first sight a Schachtian nightmare of: un- 

-lievable complexiry. Eight foreign currencies, including sterling 
and the dollar, are affected by the new exchange system, which 
provides different exchange rates for 47 kinds of goods classified 
for this purpose in 13 groups. In the case of sterling the rates 
vary from 50.737 pesetas to the £ for imports of salt to 88.26 
pesetas for books and films. The complexity of this system can 
only have been exceeded in exchange history by the Bizone’s Joint 
Export-Import Agency system which, until the recent currency 


‘reform, involved a separate exchange rate for every foreign trading 


transaction. 
* o * 


Trend in Bank Advances 

The tendencies shown in the latest quarterly analysis of bank 
advances afford a convincing answer to any suggestion that the 
recent large expansion of bank deposits may have been due to 
excessive or incautious lending by the banks to the private sector 
of industry. For the three months to November last, for the first 
time since the war, the quarterly figures show a net fall in total 
advances. True, it is only a fractional decline, from £1,331 
million to £1,379} million. But, to be seen in perspective, this 
change needs to be contrasted with the increase of £45 million 
in the corresponding quarter of 1947 and with no less than 
£132 million in the six months to last May, since when the further 
expansion has amounted to only £29 million. The stability of 
the rotal in the past three months has, of course, been partly 
due to certain special repayments. The figures reflect the first 
of the repayments which the British Electricity Authority has 
been making out of the proceeds of its recent issue of 3 per cent 
stock, with the result that the Public Utilities group of bank 
advances declined from £33} million to {184 million (to a level 
which is, however, still nearly £7,000,000 above that for the 
similar date in 1947). Similarly, the redemptions, under the 
National Health scheme, of indebtedness to hospitals is reZected 
in a further fall, by £3,000,000, in “ Churches, Charities, Hos- 
pitals, etc.” But, apart from these special influences, there have 
been net reductions in the borrowings of a number of industrial 
groups, the most noteworthy being those in Chemicals (down 
by £3,100,000 to £18.6 million), Shipping and Shipbuilding, 
Leather and Rubber, and each of the three textile categories. 
Building materials declined fractionally, while advances to 
builders and contractors were virtually unchanged. 

The only large increase in the industrial categories occurred in 
Food, Drink and Tobacco, but this movement ({12.4 million) may 
be partly seasonal and was rather less than the corresponding 
increase last year. Retail Trade advances expanded further, by 
£2,500,000, compared with nearly £5,000,000 twelve months 
earlier. During the quarter, the Transport group absorbed an 
additional £3,000,000, Engineering, etc., £2,000,000, Iron and 
Steel £1,000,000 ; and there was also a slight expansion in Coal 
and Quarrying. It will be seen that, except for the possibility 
that the growth in the engineering category might conceivably 
be concentrated upon the lighter sections, these figures leave no 


room for the suggestion that any significant volume of funds may > 


be flowing into inessential industry. In. this connection, it is 
noteworthy that the large “unclassifiable” group contracted 
fractionally; entertainment rose fractionally (by £580,000), and 
the very big personal and pectessicest group increased by a mere 
£3,000,000—easily its smallest quarterly movement since Classified 
figures became available after the war. ~The “Other Financial ” 
group, which includes advances to the hire purchase finance com- 
panies, property finance companies, etc., declinea by £2,200,000. 


, 2a * * 
Lead and Zine Prices 


Amicrican consumers are apparently no longer so willing to 
pay high premiums above the . official. prices. for immediate 





deliveries of lead and zinc. As yet; there is little to suggest a 
definite decline in consumption of base metals, but it is generally 
expected that President Truman will introduce some system of 
price control. Base metals are no longer cheap, and even ig 
Britain consumption has tended to fall slightly in recent months, 
At the end of November the Ministry of Supply raised the price 
of zinc by £14 a ton to £106, and explained that the rise “ follows 
recent increases in market prices which affect the cost of im- 
ported zinc.” This is the third increase this year. The official 
British selling price was raised at the end of Jariuary from {£70 
to £75 a ton and on October rst to £92 a ton. Each increase 
followed fairly closely similar increases in the American market 
price. In the middie of November the American price of zinc 
rose from 15} cents a lb to 17} cents a Ib—a rise equivalent 
to £11 a ton, from £86 to £97. Although it was realised that the 
British price would conform to this trend, it was generally expected 
that no change would be made until the end of the year. 

During November the price of lead was also raised in the United 
States by 2 cents to 21} cents per lb (equivalent to a rise of 
£11 to £119 Ios. per ton), but the British price has remained at 
£112 a ton. In the first eleven months of this year 131,000 tons 
out of a total import of 147,000 tons of lead came from Common- 
wealth sources, largely Australia and Canada. In the same period 
imports of zinc amounted to 159,000 tons, of which 58,000 tons— 
or more than a third—came from the United States. If, as it 
seems, short-term contracts (three or six monthly) are made only 
with Commonwealth producers, while purchases in the United 
States are made spot, this would explain the more or less immediate 
rise in the British price of zinc and the postponement of the rise 
in the price of lead—presumably until the turn of the year or 
whenever the new contracts are concluded. 

Negotiations are in progress in Australia which may raise the 
price of zinc to Australian users, Hitherto both lead and zinc have 
been sold on the Australian market at the controlled price of 
£17 12s. a ton. This price is, of course, abnormally low by world 
standards, and may not even cover costs of production; it is 
subsidised by the higher prices obtained on the export market. But 
whereas certain mines export all their concentrates (the Zinc Cor- 
poration at Broken Hill and the Mount Isa Mines), others (Brokea 
Hill South and North Broken Hill) sell their concentrates on the 
domestic market. An attempt is now being made to introduce a 
quota system for all producers, so'that each shares part of ‘he loss 
incurred by selling on the home market, Even if the Australian 
price is raised, it is likely to reflect the increase in costs 
of production rather than the rise in the world market. The low 
Australian price of zinc and lead has not only tended to retard 
development in the Australian mines, at a time when the world 
is in need of both these metals, but it has also encouraged un- 
economic use in the Australian market. 


* # oe 
Timber from Finland 


Negotiations between representatives of the Finnish Sawmill 
Owners’ Association and the British Timber Control about next 
year’s contract have temporarily broken down. Finland, it is 
understood, has been seeking higher prices than this year where4s 
the Timber Control was not even willing to pay current prices. 
These are, of course, the usual moves in bilateral bargaining, but 
in this instance the problem is more deep-rooted, Meanwhile 
the Finnish delegation has réturned home for discussions with 
producers and negotiations are expected to be resumed in London 
in the New Year. 

A month ago the Finnish representative on the Pitwood Working 
Party of the Economic Commission for Europe explained that 
both Britain and Belgium wanted only long pitprops in 1949—- 
that is pitprops varying between 7 and 10 feet—with only 2 
minimum quantity of pitprops of 5, 54 and 6 feet lengths. But 
Finland has to make a large amount of the shorter pitprops 
firstly because of the cutting technique at present in use and 
secondly because otherwise Finland could sot use.a large propor- 
tion of its timber output. The Finnish delegate registered a furthet 
complaint about the thickness of pitprops. Britain wanted pit- 
props starting from 3} inch whereas Finland always made them 
starting from 2} inch. If Britain and other purchasers insisted 
on these sizes, then about one quartet of Finland’s natural pitwood 
production would result in waste wood. 

' According to the Finnish representative, in order to meet the 
buyers” fequirements, Finland would have to utilise forests which 
were intended for timber prodirction and this would necessarily 
reduce the supply of available and increase the cost. 
Although this year, prices reached a new high level, Finland 
still claimed to be producing at a loss. The problem, of cours’; 
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resolves itself into one of timber equipment. Six European timber 
imporung countries (Britain, Belgium, Denmark, France, Italy 
end the Netherlands) have agreed to grant credit facilities to five 
European timber exporting countries (Austria, Czechoslovakia, 
Finland, Poland and Jugoslavia) to purchase timber cutting equip- 
ment against additional exports of timber and pitwood, Details 
of the plan remain to be worked. Burt the International Benk for 
Reconstruction and Development would extend credits to the 
timber exporters up to $6-8,000,000 and s:multaneously the timber 
importers would provide equipment to the value of $8,000,000. 
In return, the $120 million worth of additional timber exports 
would be made available in the next two years, making total 
timber exports from these five countries equal to $330 million. 

These schemes will help the future, but what of Britain’s 
pitwood supplies in 1949? Hardwood could be used as a tem- 
porary substitute and is at present being used as such in French 
mines. For most purposes it is just as safe as softwood pitprops 
and very much cheaper. But it may mean having to overcome 
prejudice and to alter traditional routine. Failing that, Britain 
may have to pay Finland at least this year’s prices if it insists 
on pitwood to its own specifications, 


*” * 7? 
New Passenger Liners 


_ The last month of the year has seen three British passenger 
liners of Over 27,000 tons gross entering service, and a fourth, 
the Caronia, follows in the first week of 1949. Three of these 
are new ships; the fourth, the Shaw Savill liner Dominion 
Monarch, was new in 1939 and has undergone extensive renova- 
tion and overhaul after arduous war service. These are signs 
that the passenger fleets are once more approaching prewar 
strength. The Edinburgh Castle (28,705 tons gross), now on her 
maiden voyage to South Africa, brings the Union-Castle fleet 
up to prewar strength, except for_one liner still refitting. The 
Caronia (35,000 tons gross), which will join the Cunard White 
Star liners Mauretania and GSritannic in spring cruises to the 
Caribbean from New York, is the last passenger liner ordered 
for the North Atlantic fleet, although Furness, Withy and Co. 
have a smaller liner on order for their New York-Bermuda ser- 
vice, which the reconditioned Queen of Bermuda will shortly be 
resuming. 

The recent report of the Commonwealth Shipping Committee 
discussed the need for more passenger facilities between Britain 
and the Eastern Caribbean. Elders and Fyffes, Ltd., have since 
announced that their new twin-screw turbine steamer Golfito 
will take the route Barbados-Trinidad-Jamaica, picking up a 
banana cargo at Jamaica for the return run. The Golfito, of about 
7,000 tons, will have accommodation for 100 passengers ; she_will 
make her maiden voyage in May. 

In the Australian and New Zeaiand service the Shaw Savill 
Line, in addition to the Dominion Monarch, has recently received 
the refrigerated cargo liners Ceramic and Gothic, each carrying 85 
passengers, and the last of four ordered since the war. The 
Orcades. (28,00 tons) is on her maiden voyage, which will reduce 
the passage time to 28 days for 1,500 passengers, and the Orient 
Line has only one more sister ship on the-stocks. The P. and O. 
liner Himalaya was launched in October, and. there remains only 
the Chusan on the stocks for this company’s passenger fleet. The 
Royal Mail Lines’ passenger programme will be completed when 
the Magdalena enters service in. February. 

Large passenger liners are now disappearing from the shipyards, 
and from the order books. There still remains a fair amount of 
cargo liner tonnage, but tanker tonnage is becoming preponderant. 
Some two million tons gross of tankers are on order or under 
construction, and of these more than 300,000 tons were laid down 
in the first ten months of this year. These will keep the yards 
fully occupied for two or ggg ape seme the demand for tankers 
is likely to fall off suddenly, shipbuilders, at home and over- 
seas, will be wondering when tramp owners will begin ordering 
teplacements. For them, cost is a paramount consideration. For 
ship repairing firms the end of the boom is very much nearer now 
that the postwar reconversion programme is within sight of com- 
pletion. Wartime and subsequent pressure of repair work inflated 
the labour force to more than twice its normal level and the process 
of disinflation is likely to prove pamful | 


* an * 


Briton Ferry Steel Compensation _ 


tion in’ the Iron’ and Steel Bill have usually cited the 


companies to illustrate the gross inequity of the method. But 


1079 


njustices in the case of the smaller companies can be no less 
flagrant. Such a case has found its champion this week in Col. 
7% M., Bevan, of Briton Ferry Steel. In a forthright document ex- 
plaining to the shareholders the effect of nationalisation on the 
company, Col. Bevan has given figures showing the inadequacy 
of the estimated compensation sum for the company, judged from 
two familiar and valid approaches. 

After deducting £1,025,096, representing the net current assets 
of the group attributable to the parent company, from the total 
compensation payable under the provisions of the Act, only 
£129,430 would be left as compensation for the group’s fixed assets, 
At April 3, 1948, fixed assets of Briton Ferry Steel, taken at cost 
and after writing off substantial depreciation, had a book value 
of £748,755. These comprise two steel works with a combined 
output of over 250,000 tons of steel annually, six tinplate works 
which last year manufactured over a. million boxes of tinplate, 
majority interests in Neath Steel Sheet and Galvanising Company 
(which owns five sheet mills), Baglan Engincering Company and 
a large real estate property. Goodwill has been entirely written 
off. It is little wonder that Col. Bevan stigmatises the terms as 
confiscatory. 

Col. Bevan proceeds to show that, on the basis of the latest 
group profit figures of £425,656 (including £200,000 from London 
Works (Barlow), which has been acquired since the date of the 
accounts), the estimated compensation payable to Briton Ferry 
Steel represents less than three years’ purchase of profits. It may 
be open to argument whether, as Col. Bevan suggests, the integra- 
tion of London Works (Barlow) with Briton Ferry has escaped 
the natice of the Stock Exchange, and will “ not ‘be reflected in 
any way” in the market value of the shares. Conceivably, the 
full benefit of the merger may not have been adequately discounted 
in the price of Briton Ferry Steel shares. Yet even on the basis 
of the profits of the group before the acquisition of London Works 
(Barlow), compensation would clearly be inadequate. 


* * * 


Peruvian Corporation Moratorium 


The petition to obtain Court sanction to the scheme of 
arrangement between Peruvian Corporation and its debenture 
holders for an extension of the present moratorium was opposed 
by Mr Horace B. Samuel in the Chancery Division this 
week. The scheme allows for an extension of the moratorium 
for a further year from the date of expiry of the existing 
scheme on December 31, 1948, and would give power to 
the debenture holders’ committee to prolong the period until 
the end of 1953. Mr Justice Vaisey proved sympathetic to the 
objections raised in opposition to this loose arrangement, and 
ruled that the moratorium should continue until December 31, 
1949, with no provision for any additional period. He also declared 
that the directors shovdd give serious thought to the preparation 
of a more permanent scheme .of settlement with the debenture 
holders, since the representation that such a scheme was in 
prospect had some influence with the Court in sanctioning the 
previous renewal of the moratorium in 1946. This ruling» has 
upset the calculations of even the majority of the debenture holders, 
who sgreed on December 6th by a substantial majority to approve 
the letest scheme submitted by the company. But a complicating 
facto:; here has been the dual holdings of debenture and ordinary 
capital by some of those voting for the scheme. This had some 
weight in the Court’s decision to limit the extension. Arrears 
of interest and sinking funds on the outstanding £3,946,900 
6 per cent first mortgage debenture stock amounted to £2,691,879 
on December 1, 1948. Interest has now been paid on the deben- 
ture stock up to April 1, 1943. : 


* * * 


Bulgarian Debt Gesture 


The Bulgarian Government’s decision, announced last week, 
to meet interest arrears since 1940 on the Bulgarian external debt 
and to service the Bulgarian foreign loans in 1949 has come as 
a complete surprise. .The terms on which the arrears are to be 
paid off and curreat payments resumed for one year may not be 
generous, even when measured by the treatment usually accorded 
to foreign bondholders nowadays. But it is a matter for grateful 
surprise that Bulgaria is acknowledging its foreign debt obliga- 

ions and treating its creditors, if not handsomely, at least without 


The Buleari si : 
remit stteats of iniverest in > ineealinents by 195%, Arrears on the 
pre-1914 Bulgarian external debt will be paid off at the uniform rate 
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of 3s. 6d. per cent per annum (calculated by reference to the current 
exchange value of the Swiss franc) while arrears on the two loans 
issued in 1926 and 1927 under the auspices of the League of 
Nations will amount to 16s. Interest to be paid in 1949 will be 
at the rate of 4s. per cent on the loans of 1892, 1896 and 1909, 
58. per cent on the loans of 1902, 1904 and 1907, and £1 2s. 6d. 
on the two League loans. It is hoped that before the end of 
1949 discussions towards a permanent settlement will have been 
undertaken. 

On a number of occasions in recent months there has been 
evidence of informed dealing before foreign bond settlements 
were announced. The market in foreign bonds is quiet on most 
days. Thus any buying or selling of foreign bonds before an 
announcement affecting their prospects is readily noticeable and 
can influence prices appreciably. The market has recently com- 
plained to the Stock Exchange Council about two leakages. 
Details of the first Italian debt agreement did not remain unknown. 
More recently, news that the Council of Foreign Bondholders 
was negotiating with the Burgomaster of Saarbriicken about 
interest and arrears on the City of Saarbriicken 6 per cent. sterling 
loan of 1928, leaked out before the announcement. It may be that 
the Council of Foreign Bondholders is almost too concerned that 
nothing should become known officially until negotiations have 
been completed. Perhaps these embarrassments would be fewer 
if the Council were more ready to make interim announcements. 


* * * 


Investigation Into Aluminium Scrap 


The investigation into the British sale of aluminium scrap 
to the United States is proceeding but no further charges or denials 
have been made. The allegations made last week by Mr Howard 
Bruce the deputy administrator of ECA in Washington and which 
were discussed on page 1029 in The Economist last. week, have 
been denied by Britain, Belgium and the Netherlands. The 
following tables show the problem to be investigated in terms of 
British export figures and American import figures. Table I shows 
the exports of aluminium and aluminium alloys from the United 
Kingdom during the first eleven months of 1948. There was no 
export of old aluminium or scrap during this period and there 
was no re-export of aluminium or aluminium alloys, There was, 
however, an export of some 40,000 tons of aluminium compounds 
consisting mainly of sulphate of alumina. These latter items, 
however, do not come within the scope of the controversy. The 
United States is not mentioned as a destination and if any 
aluminium was sent there it would be included in “ Other Foreign 
Countries.” And in this connection it is noteworthy that from 
July onwards, the exports to “ Other Foreign Countries ” increased 
quite appreciably. It would seem that the maximum export 
io the United States under this heading would be of the order of 
10+12,000 tons during the first eleven months of the year. And 
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chances are that most of this would consist of. sheets.and 
plates. 

Table IT shows the import of aluminium scrap into the United 
States, during the first nine months of this year. Since June 
imports have increased sharply, and this increase has undoubtedly 
been the cause of the allegations. The first imports of scrap from 
the United Kingdom are recorded in June when 1,400 tons were 
received. In July the quantity increased to 3,000 tons, in August 
to 4,500 tons, but imports fell in September to 3,000 tons. In all 
some 12,000 tons were received from Britain in the four months 
June to September. The American charge was that up to the 
end of September, Britain had resold 12,812 tons of aluminium 
to American firms as scrap. In addition to the import. of 
aluminium scrap, the American trade accounts show an import of 
aluminium manufactures from Britain totalling well under 1,000 
tons for the nine months ; in fact there was again no import before 
June and most of the quantity arrived in September. 

To dovetail the two halves of the picture together requires some 
conjecture. In the first place, it is inconceivable that any large 
quantity of aluminium scrap could have been smuggled from 
Britain. The discrepancy is more likely to lie in the definition 
of “scrap.” It would seem that aluminium sheets and plates 
some probably recovered from British war equipment, has been 
exported from Britain to the United States under the quota export 
scheme and rightly classified by the Customs as manufactures. 
On the other hand, American firms although having bought 
the aluminium as manufactures, no doubt intended to use them as 
scrap and declared them as such to the American customs in order 
to get a lower import duty charge. The fact that this trade did 
not become important until after June—when ECA funds became 
available—is probably a coincidence, but clearly one which might 
well raise suspicion in American minds. Had the export of 
aluminium and aluminium alloys from Britain to the United 
States been on a large scale at the beginning of the year, the 
United States would have been listed as a destination in the British 
trade returns alongside Iran, Iraq and Argentina. 


Tasie I—Exports oF ALUMINIUM AND ALUMINIUM ALLOYS FROM THE 
Unitep Kinapom, 1948 
(Long Tons) 
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The official investigation being conducted by the ECA authori- 
ties with the co-operation of the Ministry of Supply and the 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics § 


upplement. Notes on the following company 


reports appear in the Supplement: Turner and Newall; Mitchell and Butlers; Apex (Trinidad) Oilfields. 





Prices, | pes ' ay Yield, | Gross 
Year 194% ; Be re aes Yield, 
jon tro Dena Name ot Seow, pag Bas Sh Pash | Dec a. 
High | Low i “ 
i briti -und ; j 8. | s. a. 
1019 | 100%, |War Bonds 24% August 1, 1949-61! 100 | 1008 f  ... =| 1 7 Je 
1014 | 100% | Exchequer Bonds 12% Feb. 15, 1950) 100% | 100¢ | 0 5 $i} 3.10 
102% | 1 War Bonds 23% March 1, 1951-53. 1024 | 1027/2 7Ne 
# ' ° i i : 
1033 | 100 | Wat Bonds 37> Maree = eee 105 | ’ } ° 0 3 14 lve 
104 ! ‘War Loan 7 $ ti 
lsh | 98" | War Bonds 34% Aug. 15, 1958-56 i yos b1o3p || 016 7! 2 0 2 
10344 oe Funding 23% June 15, 1952-57..../) 102@ 1103 | 2 21 27 41 
106% | 100) National Def. 3% July 1s 19658 104 xd) 104 xd 1223/2 8 3) 
1054 , 101g » War Loan 3% Oct. 15, 1955-59....)| 10 i | 1058 | 2 2 2/2 8 ili 
104; | 100 ‘Savings 3% Aug. 15, 1955-65, 104% | 104% |) 1 8 0 215 11 
102% | 96} \Panding 2}% April 15, 1956-61.,.., 102. | 202 51 4 5/2 7 21 
104 984 Funding 3% -_ 15, 1959-69..,.. | 103% | 1 i121 8 8/215 51 
1144 110k. Funding 4° May 1, 1960-90....1: j 14 li4f [0 18 4) 2 12 3¢ 
1033 | 97% Savings Bonds 3% Sept. 1, 1960-70) 1 1034 (110 0/217 1: 
Sa | Savings Bonds 247 Mey } topos! lick | ileh 1 3 81218 9 
6A | A Victory Bonds 4% Sept. 1, 1920-76) 116) | 15 9 
102} Savings Bowie * Aug. 35, 15) 1 loa |} 1.202) 218 11 
lig | 107} | 4% Feb. 1, cous DEL EAL. 4 O18 0) 2 13.117 
1063 4 1024 Conversion 3}% (after April 1, ot 1065 | 106 1°710}219 of 
83) | 74} | Treas. Stik, 24% (after April 1, 1975 1 | [14 9/3 3 47 
99 91} } Treas. Sth: after April 6, 1966) + Sy | WE. 11312 3 1 10F 
mE: | 3 jpectere Bae <6, Oet, 5 5h Peni Weal P38 ee 
seer weet ee ee eeew eee x ti 
103 | 96 | Beit. Elec. 3% Gtd. April 1, 1968-73, ; M02j@ 1.20 9) 247 i 
il, Brit. Elee. 3% Gtd, Mar. 15, 1974-77 101g | 101 | 112 0/218 111 
iol, 93s Brit. Trans. 3%, Gtd. July 1, 1978-88 99jxd 994jxd 113 0/3 0 01 
10 ; Brit. Trans. 3°, Gtd, April 1, 1968-7 024 . 10 ) 1.10°9/ 217-91 
Redemption yield: on stocks optionally or ithin the next five years 
are Ww out on the assumption that they will be repaid at the earliest date. Redemption 
on other. dated stocks assume that stocks over 3 per cent will be redeemed 
at the earliest date are marked ‘e’), and those paying 3 pec cent or Jess will be \ 





Prices, j i 1 i § 
| Last Two | | Price, | Price, Yield, 
ait tee tos al Dividends | Name of Security : Dec, 15, | Dee 4, | Decl, 
- i t 











Hieh Low | b) i ht 
i it ° | 
ther uricies ad 
1 6} 1 | 4 a b Australia 32% 1965-69. ....1 106 Sar Gs 
we 9 | i 24% 1966-71 | 215 3 
; € ¢ | Anglo merican © . 10s. 53/4869 
} 256) 65 al Anglo-lranian Of {1.......) sais 8 0 
87 ~ i 10d} @ | Asoo. Electrical Ord: 4 78/- \ 3160 
71/3 62/4) 15 ¢@| 35 ¢| Assoc. Port.Cem. Ord. Stk 766 | 318 
38/6 | 29/6 || 40 e| 40 ¢}Austin Motor “A’ Ord. Stk. 5s.!'30 31/1036 5 
84/- | 22/9) 7 6) 7 @ | Barclays Bank Ord. “B’ £2. .. 7/3 32 
1 {20 6) fl2}he | Bass Poe te 2 ty 8 216 
a 12 6} 8 @ British Oxygen Ord. fi... ..: 31 0 
46/ %/- a} §& 6 \\Courtaulds Ord. £1..;.... 38/ 3is 5 
5216 | 29/3) whe Tha | Distillers Co. Ord. 44... ...- t 28/9xd| 316 6 
s/ 27 8 ¢| 8 ¢!Dorman Os. as 32/9 1 417 
19/9 68/- Ise) ¢ |Dunlog Rub oe 15/74 | 319 
J-| 43, b} 3 a | tmp. Ind. Ord, Stk. £1 49/- |} 4 1 
6 $|  13p4 {Imperial Tobacco £1:..... 4) 5h | $18 
P44 40/3 |; 10 @| 10 ¢ Lancs. Cotton Ord. Stk. 46/10), 4 5 
56/6 | 43/9! 10 cf} 10 ¢ | Lever & Unilever Ord. 51/3 | 318 
61/3 761 12he] 10 ¢! London Brick Ord. Stk. 1839 | 3 
66/1}, 47/- | 31jm)} % b iB chin. neon Stk, 10s, 53/6xd) 4 15, 
63/44, 49/6 32 ¢ a P.& O. Def. Stk. f1........ s2/- | 412 
\it74.% € t77yy ¢ Prudential ‘A’ £1.00... 4. 524 2 1 o 
|) Ibe ¢ | Stewarts & Lloyds Def. £1... 56/6 | 4 8 6 
85/74! 71/63; t2ha 3 |“Sheli” Transpt. Ord. Stk. £1)| 78/- | 23 0 OF 
a b|(Tube Invst. Ord, Stk. {1..--) 6h | Ot | 316 3 
0, 6 || 11f6| 3he| Turner & Newall Ord. Stk. fi) 80/- | 80/- || 3.15 ¢ 
~ | 86 6) “8 @ | Woolworth (F. W.) Ord. | 849 | 8/2 4 4: 
(a) Interim. () Final. (¢) Whole year (d) Int. paid half-yearly, . (¢) To earticst 
t Free of te @ e ves dep * date. - 16, ¥ as. Yield | . ‘a ae 








the 
ish 


HE 


ly 


| SRF | 


PAP SOMA HRAMFHSIAASHOHMEO MAW 
pone ng summmcanooucgroaloons - 


Te 





THE ECONOMIST, December 25, 1948 


Customs will have much more detailed information at its disposal. 
But it would be surprising if its conclusions were greatly different. 
Taste 11—Imports oF Atuminium Scrap into USA, 1948 

(Long Tons) 
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Woolwich Equitable 101st Year 


Although new mortgage business transacted by, Woolwich 
Equitable Building Society in the year to September 30, 1948, did 
not quite maintain the level reached in 1947-48—its centenary 
year—the society has made a good start to its second century of 
activity. New mortgage advances in 1947-48 amounted to 
£12,050,§50ea figure only £81,593 lower than the record of the 
previous year. The number of mortgages outstanding at Septem- 
ber 30th last was 64,495 compared with 65,057 a year earlier. 
Within these global figures, a marked change has occurred both 
in the size of individual advances and in the proportions of the 
total new mortgages taken out during the year over and under 
£2,000. For instance, the number of new mortgages where the 
amount of the advance did not exceed £2,000 actually increased 
from 7,688 to 10,669 in 1947-48 and the total amount involved has 
been nearly doubled, whereas new mortgages exceeding £2,000 
fell from 32,868 to 907, valued at £3,492,935, compared with 
£7:734,543. ‘This is a remarkable change ; it reflects the relatively 
greater decline in both the turnover and value of larger properties 
during the year, and may also possibly denote that the society 
has introduced some modification of lending policy. 
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Any fear of falling property values—and the Woolwich Equit< 
able makes no secret of its expectations in this respect—has now 
to be balanced by the search for employment not only of surplus 
liqaid funds accumulated during the war period but for those 
still being attracted to the movement.. The flow of funds towards 
the building ‘societies appears to have abated little in the past 
year and the Woolwich Equitable found it necessary to fix a 
limit of £250 to the amount by which the balance on any existing 
share account might be increased and also on the amount accept~ 
able from any new share investor during the year. Even so, in 
1947-48 there was an increase of nearly £1,000,000 in amounts 
due to shareholders at the end of the year. In addition, repay- 
ments of advances and interest amounted to £9,939,284 (some 
£579,697 lower than in the previous record year) so that total 
funds seeking employment were greatly augmented. Yet the 
preference for property over alternative avenues of invest- 
ment has if anything been increased, since there has been a 
decline in the ratio of investments to total assets from 25 per cent 
to 20 per cent on the year. This has resulted from a heavy net 
realisation of gilt-edged investments which has reduced the balance 
of the investment account from £10,434,869 to £9,221,916. 


Shorter Note 


Output of deep-mined coal in the past two weeks has been 
at the highest level since the summer of 1940. In the week ended 
December 11th deep-mined output was 4,214,000 tons ; this was 
achieved largely by a decrease in absenteeism (from all causes) by 
0.§3 per cent for face workers and 0.38 per cent for all workers), 
Overall output per man-shift remained constant at 1.15 tons. An 
Opencast output of 192,000 tons brought total coal production 
for the week ended December 11th to 4,406,000 tons. Last week 
an increase of 213,400 tons brought the deep-mined output to 
4,427.400 tons; opencast output declined by 34,100 tons to 
157,900, and the total for the week was 4.585,300 tons. At the 
end of 49 weeks total deep-mined output for the year was 
9,454,000 tons short of the year’s target of 200 million tons ; the 
opencast target (11 million tons) had been passed by 440,000 tons. 








STANDARD LIFE 


ASSURANCE COMPANY 
For Mutual Assurance 
Established 1825 Assets exceed £54,000,000 
SPECIAL ATTENTION IS DRAWN TO THE FOLLOWING CONTRACTS:— 


1, BUSINESS. MAN’S. POLICY Inexpensive, 
Life Assurance with options to convert at a later date 
to an endowment assurance either with or without 
profits, 


2. FAMILY. INCOME POLICY The ideal 
contract for a young married man: m. um life 
cover at minimum cost, 2? 


3. POLICIES FOR CHILDREN a) “Public 
Schools ” Policy. Provision for education by means 
of premiums spread over the early years of a child’s 
life. 


(b) “ Early Thrift” Policy. Should be effected as 
soon after birth as possible to provide a splendid 
life or endowment assurance policy when the child 
attains the age of 21, 

“Family Protection” Policy. A policy on the 
i of a parent eee skate options on the 
life of his child atage 21. Income tax rebate is allowed 
on the premiums, . 

An enquiry will bring full particulars. 


HEAD OFFICE: 3 GEORGE STREET, EDINBURGH 
LONDON OFFICES: 3 Abchurch Yard, Cannon St., E.C.4, 15a Pall Mail, S.W. 
























Those who wish to invest in a young 
and growing country, whether by 
active participation in establishing 
industries there or by purchase of 
securities, may obtain a free copy 
of this beoklet from their bankers 


or direct from:— 


! 
BANK OF 

NEW SOUTH WALES 
| 


incosporated In New South Wales with limited lability) 
LONDON OFFICES: 
29 Threadneedle Street, E.C.2 
47 Berkeley Squore, W.t 







FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
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COMPANY MEETINGS 


ASSOCIATED TALKING PICTURES 
LIMITED 


EALING STUDIOS’ FULL YEAR 
HIGH PRODUCTION COSTS 
MALDISTRIBUTION OF FILM EARNINGS 
MR STEPHEN L. COURTAULD ON THE POSITION 


The nineteenth annual general meeting of 
Associated Talking Pictures Limited was 
held, on the 15th instant, at Ealing Studios, 
Ealing Green, London, W.5, Mr Stephen L. 
Cour tauld, MC. (chairman of the company), 


presiding. 


The secretary (Mr Leslie F. Baker, 
A.C.A.) having read the notice convening 
the meeting and the auditor’s report, 


The chairman said: Ladies and gentle- 
men,—The report and accounts have now 
been in your hands for some weeks and with 
your permission I will take them as read. 


This yvear, as you will see in addition to 
the balance sheer of your company itself, 
your directors, in accordance with the pro- 
visions of the Companies Act of 1948, have 
placed before you a Consolidated Balance 
Sheet as at June 26, 1948, of your company 
and its subsidiary company, Ealing Studios 
Limited, together with a consolidated profit 
and loss account for the year ended on that 
date. 

I do not propose, myself, to deal with 
these accounts in detail, as I am re: to ask 
your managing director te do this when I 
have finished my address to you, and I will 
ask him at the same time to answer any 
questions you may have on these accounts. 
I will therefore confine my remarks to the 
general activities of your company and of its 
subsidiary, Ealing Studios Limited, 

As you know, your company has not for 
some years engaged in active film production 
other than through its subsidiary, bur has 
nevertheless continued to derive revenues 
from its past productions. 


SUCCESSFUL FILMS 


Dealing with current manufacturing 
activities, Ealing Studios Limited has again 
had a very full year of production: Although 
during the year under review only two films 
were actually delivered to the distributors, 
nevertheless, the year was a heavy one indeed 
as regards manufacture. The two films 
delivered were “Tr Always Rains on Sun- 
day” and “Against the Wind,” both of 
which were well received. 


Since June 26th last, three further films 
have been delivered to General Film Dis- 
tributors Limited, two of these, “ Saraband 
for Dead Lovers” and “Scott ‘of the 
Antarctic” being large-scale productions in 
Technicolor and the third a black and white 
film entitled “ Another Shore.” 


Members will probably have seen | from the © 


press that an Ealing Studios Film, “ Scott of 
the Antarctic” was selected for the Royal 
Command Film Performance this year. The 
film was very well received’ and * the «film 
critics were es in their reviews. ‘In 
addition, the sheoting of two further films, 
“Passport 0 Pi » and “ Whisky 
Galore,” has been completed, and these films 
will be available for distribution and exhibi- 
tion in the near future. A further. film, 
“ Kind Hearts and Coronets,” is at present 
in course of production. 


- ACTIVITIES IN AUSTRALIA . 


Shareholders wilt doubtless remember thot 
T advised them last year that it was proposed 





that Ealing Studios should continue with its 
production activities i: Australia. During 
the yeas under review a further film, “ Eureka 
Stockade,” was produced in Australia and 
the final editing and completion of this film 
is now in progress, and it is hoped that it 
will be available for showing in the theatres 
at the beginning of the New Year. 


It is proposed that further production shall 
be continued in Australia. where Ealing 
Studios have now arranged to take over a 
modest one-stage studio near Sydney. The 
first of the films at present planned for 
Australia will, it is hoped, go into production 
in the first half of the New Year. 


THE NEW ACT 


Regarding the general outlook for the 
future, I am sure shareholders will agree 
that it would be unwise for me to attempt 
to prophesy. Since we last met a new Films 
Act had come into operation, which provides, 
inter alia, for the showing, in cinemas of this 
pets of Brinsh first feature films in vary- 
ing <egrees. The Act, together with the 
Board of Trade Order which was subse- 
quently made, provides for a proportion of 
the fe en playing time, varying froni 10 per 
cent. up to 45 per cent. being reserved for 
British first feature films. The object of 
the new Act is to give further stimulation 
and encouragement to the production of high 
quality British films. and the film production 
industry has expressed its opinion that good 
films in sufficient measure can be forthcoming 
to enable the cinemas te fulfil this quota. 


It must not, however, be thought, and I 
stress this, that this Quota Act alone can 
solve many. or the preblems and difficulties 
inherent in film production. Production 
costs at present are far too high to enable an 
economic balance to be maintained in the 
production side of the industry by itself. 


COSTS OF PRODUCTION 


These high production costs have been. 


built up over a period of years, producers 
relying to some extent on revenues from 
markets outside the domestic territory. As 
yet, however, we have not succeeded -in 
making any appreciable impression on the 

market, and it is unfortunately the 
case that several foreign territories find them- 
selves im an uneconomic position similar to 
our own, which precludes anything in the 
nature of free importation of films ; we afe 
therefore p'aced in the position of having to 
rely mainly on our own domestic market and 
certain parts of the Commonwealth. - Endea- 
vours are being made to reduce production 
costs, but this is not the whole story, for we 
producers think—as pointed out in the House 
of Commons recently—there is a mal- 
distribution of the moneys earned which acts 
against the interests of the primary producer. 


The entertainment tax is far too high, and 
from the remaining balance we have thought 
for a long time that a fair proportion does 
not reach the producer. 


ideation ATTITUDE 
‘You will have noticed that the Govern- 


- ment are still alive to the importance of film 


production, this being apparent in the forma- 
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tion of the Film Finance Corporation 
also in the fact that the President of pd 


Board of Trade has set up a Commission of 
Inquiry in regard to productien costs and in 
regard to the methods of distribution and 
exhibition. 

You may be sure, however, that your 
directors will continue to use their utmost 
endeavours not only to maintain and, as con- 
ditions permit, improve the company’s. pasi- 
tion, but also to play a full part in solving 
industrial problems, I will now ask the 
managing director to deal with the accounts 
and afterwards to deal with any questions 
which shareholders may wish to put to the’ 
directors. : 


MANAGING DIRECTOR’S SPEECH 


The managing director (Major R. P. 
Baker) said: Ladies and gentlemen, —Mem- 
bers will no doubt remember that when I 
made some comments to them last year I 
did endeavour to give shareholders a verbal 
view of the consolidated position, and to 
recount the various steps through which it 
had been necessary for your directors to go 
to take the efforts of your company and its 
subsidiary up to the position whsch was then 
before us, and which today is, in a measure, 
revealed by the consolidated balance sheet. 


I say “in a measure” advisedly, because 
it is my personal view, and I stress here that 

speak personally—that the consolidated 
balance sheet, iaieeahs no doubt absolutely 
correct academically, does not necessarily 
reflect the factual position of your company 
and its subsidiary. Point I think is given to 
what I say, if I mention that on the right- 
hand side of the consolidated balance sheet 
almost you will see at the bottom an item 
appears under the heading of “ interest 
of minority shareholders in subsidiary 
company” 

This interest is stated, in effect, as being 
an adverse. balance on profit and loss account, 
and I would say, speaking as one of the 
minority shareholders; and the position is that 
Sir Michael Balcon and I are minority share- 
holders in that company ; I hope that our 
minority interest does not represent merely a 
proportion of such adverse balance. This 
brings me to a point relating to the fixed 
assets which appear at the top of the balance 
sheet on the right-hand side, at a figure of 
approximately £195,000. 


VALUAT'!ON OF ASSETS 


In this connection T would remind share- 
holders that I did exp‘ain to them at last 
year’s meeting that, after the end of the war 
and the bombing was finished, and these 
Studios had emerged with a more or less 
whole skin, your directors decided to have a 
complete inventory and valuation ‘made with 
a view to ascertaining more precisely of what 
assets your subsidiary company was pos- 
sessed, and in some detail to ascertain the 
current values which would reasonably attach 
to these assets. I did tell shareholders last. 
year that the valuation which had been 
arrived at in relation to the fixed assets only, 
excluding any question of motor vehicles or 
mobile oes and ate “il 

camera equipment, was fully half a 
million pounds. 


If, therefore, one substituted some 
£400, 000 or £500,000 instead of the figure of 
some £195,000 appearing under the heading. 
of fixed assets on the wn sheet, a some>! 
what different state of affairs would be 
— I would like shareholders to know’ 

tl a iy ge with your auditors “ 


she, erinmenans, im she. chenpenyy: 
were the fixed assets. 


Certain arguments for and this course! 
were developed, and I would here stress that® 
whether a Sighs sae a lower value on 
attached to these Giaed assets, this does pos in 
any shape or. form. alter. the: results or 
prospects of the com wage wong eyes pee, 

one point, which is 

ciation to be provided on high senna is, of 
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course, more than that which is necessary on 
lower value.. ‘ 


I would advise shareholders, however, that 
it is the intention of the board to have further 
discussions with your auditors with a view 
to seeing whether or not, during the current 
year, some adjustment can be made to the 
Balance Sheet with a view possibly to reflect- 
ing, in the light of prevailing conditions, a 
little more accurately—if I may put it that 
way—the position of the assets of the com- 
pany as against its liabilities, 


UNSECURED LOAN 


Regarding the item of £80,000 which 
appears under the heading of “ unsecured 
joan,” I think I ought to advise sharcholders 
that this was purely a temporary inter- 
company transaction which happened to be 
effected during that year, but since the date 
of the balance sheet (60.000 of that loan has 
been repaid, and the remaining £20,000 will 
be repaid in the next few weeks. 


The item appearing under the heading of 
“ policies” relates to the endowment and 
sinking fund policies which were taken out 
when the studios were first built and covers 
£100,000 of endowment policies maturing in 
February, 1952, on which only three more 
premiums are payable, and a £50,000 sinking 
fund policy which matures in February, 1955, 
on which six more premiums are payable. I 
would also advise shareholders that, although 
the surrender value is stated as being approxi- 
mately £107,000, we are advised that the 
cash value of these policies in the open 
market is, of course, materially higher than 
that. This is because the policies were taken 
out at a time when money rates were much 
higher, and the premiums were based upon 
those higher rates then prevailing: 


FILM ASSETS 


I think I should say a word about the 
current assets, that is the film assets, because, 
after all, this is really the axis upon which 
the whole of the company’s trading turns. It 
has always been your company’s policy, as 
we have pointed out before, to treat trading 
assets as conservatively as possible. We have. 
not hesitated to write down current assets 
when the occasion, im our view, has 
demanded it, and we have not hesitated to 
carry forward what we think is right and 
proper at any time. 


I might perhaps, in this respect, remind 
shareholders of what I told them last year, 
that substantially over £100,000 of net 
revenue had been received by your company 
from trading assets which had been com- 
pletely written off by your directors. ..I 
mention this. point specifically because you 
will doubtless have noticed that the report of 
your auditors calls aftention to. the amount 
whieh is carried forward im. the balance sheet 
un the heading of “completed films.” 


the balance sheet, to confirm that this ameunt 
would be recoverable out of future revenues 


on. those : 
I would like to add that your directors 
also were not able to confirm this. Indeed, 


wait to prepare the figures until we 
to confirm that certain revenues will, 
not, be received, then we shall have 
making up of our balance sheet 

number of years, because the 
film, from the revenue earning point 
is a very long one, and even now 
are being received on films which 
ate ten and twelve years old and more. 


ages aes 
Lite Fis’ 


Turning to the liabilities side of the con-" 


solidated balance sheet, shareholders will note 
that the figures appearing do reflect the in- 


een which I endeavoured to give them - 


year. I did say that at its peak the 
borrowing of your company, and its subsidiary 
company, from its bankers and from the 


of £790,000 as at June 26th last. Since that 
date this figure has increased somewhat. 


PRIMARY PRODUCER'S INSUFFICIENT 
REWARD 


On the general trading operations of your 
company and dts subsidiary since the forma- 


tion of your company in 1929, I would like . 


to say just. two or.three words, if I may, 
because it fs'a subject on which I feel very 
keenly. Your chairman has already said that 
the board take the view that an insufficient 
proportion of the. fruits of a successful pic- 
ture come back to the primary producer. I 
think that what I am going to say docs give 
reinforcement to the chairman’s comment. 
Since the beginning, as I told shareholders 
last year, upwards of one hundred and 
twenty films had been made by your com- 
pany or its subsidiary, or in association’ with 
them—at all events, made in these studios. 

During that time I think it can be reason- 
ably claimed that your company has had its 
fair measure of successful films: One has 
only to remember films like “Convoy,” 
“Foreman Went to France,’ “San 
Demetrio,” the seven films which were made 
with Gracie Fields, “ Nine Men,” the Will 
Hay comedies, the eleven films which 
were made with George Formby, “ Frieda,” 
“It Always Rains On Sunday,” “ Scott 
of the — Antarctic,” and many ~ other 
films. ‘The result of the trading operations 
of your company and its subsidiary are re- 
vealed in both the balance sheet of your 
company and the consolidated balance sheet, 
in the very heavy adverse balances on profit 
and loss <ccount. 


I, personally, am not at all satisfied that 
the amount which has been paid by the 
public to see the. product of your company 
and its subsidiary over what is, approximately, 
the last 20 years, was not sufficient to pay a 
reasonable amount of entertainment tax to 
the Treasury to give a reasonable return to 
the retailer, that is the exhibitor, to give a 
reasonable return to the middleman, that is 
the distributor, and still enable the primary 
producer to stay at least on an even keel, 
if not to have a reasonable measure of profit. 


‘The primary producer, however, does seem 
to be left to absorb all the severe shocks 
which are inherent in this industry, without 
having any of the compensating cushions 
which apply in the case of exhibitors and 
distributors; and, of course, the Treasury 
have a very substantial first mortgage on the 
takings of the films for entertainment tax, 
which at present absorbs more than 40 per 
cent. of those takings. It is to be hoped that 
the working party and committee of enquiry 
which have been set up by the Board of 
Trade will do something, in some measure, 
to adjust this situation. 


BOARD’S ENDEAVOUR 


I would just like to make one other point. 
As you will be aware, at these meetings we 
have, from time to time, stressed the fact 
that it has been the desire of your board to 
keep this company afloat if it were at all 
possible. Had we taken the advice of those 
who are alleged to be experts in such matters, 
we should, as it were, have written this com- 
pany off many years ago. However, in addi- 
tion to our normal obstinacy, we have a sort 
of sentimental attachment to this company. 


If shareholders pause for a moment to 
reflect on the amount of money which has 
been obtained or subscribed by your directors 
—in the main, of course, by your chairman— 
over the long period of years, and compare 
this with the small amount of £34,000 which 
was the net amount of cash originally sub- 
scribed by shareholders they will, I am sure, 
realise that the directors have gone to fairly 
extreme lengths in their endeavours. In ad- 
dition, your directors have .acquired, from 
time to time, over a number of years, such 
shares as may have been put on offer and have 
not been taken up ¢lsewhere- 
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Shareholders may think that this. was an 
act of wisdom or a” act of folly, but I mention 
this to show shareholders that, adverse as. the 

tion may be, and may have been for a 
pee time, your directors have gone to some 
lengths to exemplify and sustain their confi- 
dence in the eventual outcome of the opera- 
tions. The directors and their friends are 
now holding rather more than 50 per cent. 
of the issued share capital of the company. 


DIFFICULT POSITION 


T would not, however, like shareholders to 
attach undue optimism to what I have said 
in this respect. The position is acutely diffi- 
cult. The rising costs of production have 
far outstripped. the extension. which  it..has 
been possible to make in the available markets 
of the world and it seems to. your board, as 
your chairman has said, that in addition to 
reducing in production costs, it is only by 
the extension of markets and by the increase 
of revenues that the manufacture of quality 
pictures in this country can be sustained. 

After the managing-director had replied 
to shareholders’ questions the report and 
accounts were unanimously adopted. The 
retiring directors, Mr. R. P. Baker and Mr. G. 
W. G. Rayner, were re-elected. 


BIRMID INDUSTRIES, 
LIMITED 
ANOTHER SUCCESSFUL YEAR 


The annual general meeting of Birmid 
Industries Limited was he!d on 17th instant, 
at Birmingham, Mr. Cyril C, Maudslay (the 
chairman) presiding. 

The following is an extract from his cireu- 
lated address : 


Your directors are very pleased to report 
another year’s successful working. In the 
consolidated balance-sheet the capital and 
revenue reserves amount to £2,874,612 or 
some 300 per cent. of the capital subscribed. 
In addition I would call attention to the 
special depreciation and obsolescence reserve, 
viz: £231,096, which is shown as a deduc- 
tion from the fixed assets and represents 
some 13 per cent. of the gross value of such 
assets. Current assets at £3,757,461 are in 
excess of current liabilities (£1,081,368) by 
no less than £2,676,093, which I think you 
will agree shows a very healthy state of 
affairs. After charging £432,648 to cover 
taxation, i.e. some 41 per cent. of the total 
profits, the net profit for ‘the year amounted 
to £301,621. 


INCREASED PRODUCTION 


Production has been. substantially — in- 
creased throughout the group factories..This 
circumstance reflects credit on managements, 
staff and workpeople alike, as industry. has 
still many difficulues with which to contend 
which were absent in former days, You will 
be interested in the following figures, show- 
ing sales increases for 1947/48 as com- 
pared with 1946/47: Group iron foundries 
41 per cent.; group aluminium foundries 13 
per cent.; group magnesium foundries 70 per 
cent.; and light alloy wrought products 6 per 
cent. 

Technical progress is in a way the life- 
blood of our industry, and some report on 
this side of our work is called for. ‘There is 
continual search for better alloys to suit new 
conditions, for more efficient methods and 
equipment and for new industrial designs 
and applications where our products can be 
used with advantage. Work of this kind is 
inevitably slow in producing results, and only 
a few of the many trails explored lead to a 
worthwhile goal. Notwithstanding, each year 
brings some useful successes. 

Export is a subject of paramount import- 
ance to the nation in these times. The pro- 
ducts of your factories, being semi-fabricated 
products, are in the main not. suitable for 
direct export. As suppliers of important 
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components of finished products, however, 
we play a leading part in such major export- 
ing industries as the motor trade—now in the 
lead of exports. In fact, the products of your 
foundries eventually go overseas to the extent 
of 75 per cent. to 80 per cent. of their total 
output. 

Indirect exports of wrought light alloys is 
not so high, owing to the smaller proportion 
of sheet and sections taken by the motor and 
other exporting industries. In compensation 
however, a much higher percentage of Bir- 

etals products is directly exported. 


EXPANSION OF EXPORTS 


Prior to 1946, Birmetals had virtually no 
export business. A long-term policy for 
examining export possibilities in different 
parts of the world was adopted. As a result, 
agencies and representatives were established 
as time went on in Belgium, Holland, Den- 
mark, Sweden and Norway in Europe, 
Argentina in South America, New Zealand 
and French West Africa. Negotiations are 
progressing for agencies in other territories 
and to all those mentioned, regular and in- 
creasing supplies are sent. This export drive 
has been so successful that from practically 
mil at the beginning of 1946, Birmetals at the 
present time expert direct over 20 per cent. 
of their total output, 

An important factor in this success is our 
will. and ability to give expert technical 
service in design particularly for marine ap- 
plications—and tuition in _ fabrication 
methods. Experience shows that service of 
this kind is valued even more than a slight 
advantage in the price of material. Birmetals 
showed their range of products, with typical 
applications, at the recent Angld-Danish 
Exhibition at Copenhagen. Their display was 
of outstanding merit and attraction and _re- 
ceived exceptionally favourable notice from 
ali commentators. 


The report was adopted. 


TANGANYIKA CONCESSIONS, 
LIMITED 
INTERESTS REVIEWED 


The annual general meeting of Tanganyika 
Concessions, Limited, was held on 16th in- 
stant, in London. The chairman Mr Maurice 
Hely-Hutchinson, M.C., presided, 

The following is a résumé of his circulated 
statement : — 

After crediting an amount of £522,339 
received from the Union Miniere Com- 
pany, in respect of dividends and royalties 
for 1947 and £200,830 in respect of 
amount received from the Benguela 
te: Company, on account of re- 

on of 4 cent. income debentures 
x 1947 and after providing £360,000 for 


ens the surplus on profit and loss 


account was £287,203, appropriated ‘as to 
£126,818 for dividend on the preference stock 
at the rate of 10 rer cent., less tax, and 
‘£138,146 for dividend on the ae 
at the rate of 8 per cent., less tax, the 

of £126,936 being carried forward. 

‘Gross operating receipts of the Benguela 
Railway for 1947 amounted to £1,128,354 as 
against £553,175 in 1946, and after trans- 
ferring £360,000 to renewal reserve account, 
the excess of income over expenditure, set 
aside towards redemption of debentures was 
Teak as compere with £86,800. 

non Peo the Geita Gold Mining 
Coumeee Tt or year ended June 
30, 1948, was 17,440. oz Since the end 
of June, however, there a been a gradual 
improvement in results. 
ment on No. tt at . the Geita 
(Mine reveals a considerable ie _eageorement 
in the grade of ore over 
average, with greatly increased tonnage 
estimates. The estimated ore reserves 
at June 30, 1948, showed a total of 
1,307,025 tons of an- arse grade 
dws. per ton. 

The report was adopted. 
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HORROCKSES, CREWDSON AND 
COMPANY, LIMITED 


SATISFACTORY RESULTS 


TAXATION AND RE-EQUIPMENT 


The annual general meeting of Horrockses, 
Crewdson and Company, Limited, was held, 
on the 22nd instent, at the registered office, 
Yard Works, Stanley Street, Preston. 


Lt.-Col. T. M. Brooks (chairman) presided. 


Before commencing the business of the 
meeting, the chairman referred to the sudden 
death of one of the directors, Mr L. W. 
Brown, which occurred after the report and 
accounts had been issued) The chairman 
wished to record the ‘eep regret of the mem- 
bers of the board at the loss of so young and 
valued a colleague. 


The following is the directors’ report 
which was circulated to shareholders with 
the report and accounts :— 


The directors submit the audited accounts 
for the year ended August 31, 1948. 


The combined net profit of the company 
and its subsidiary companies for the year, 
after deducting all working expenses, but 
before taking account of faxalion, amounts 
to £511,909, compared with £298,829 for 
the previous year. 


PROFIT AND DIVIDEND 

The liabiliry for profits tax and income 
tax on the profit for the year amounts to 
£273,042, against £197,563 last year, After 
this provision there remains a combined net 
profit of the company and its subsidiary com- 
panies of £238,867, compared with £101,266 
last year, 


After allowing for profits retained by the 
subsidiary companies, and additional pro- 
vision for taxation by recently acquired 
subsidiaries, the net profit taken up by the 
cumpany is £175,717 as against £60,473 last 
year. 

Your directors recommend a dividend of 
10 per cent. and a bonus of 5 per cent., 
requiring £41,030 after deduction of tax, Of 
the remaining balance they have tansferred 
£50,000 to the re-equipment reserve, and 
£50,000 te the general reserve, leaving 
£34,687 to be added to the balance brought 
in, thereby increasing amount to be 
carried forward. to £134,718. 


The s Act, 1948, was, to some 
extent, a in the method of pre- 
senting the accounts last year, and the 
accounts this year are, therefore, in the most 
part capable of comparison with those of 
twelve months ago. 


Stockholders will, however, cbserve that 
the fixed assets are given in greater detail— 
buildings, ._plant and machinery, etc., are 
shown under separate headings at values 
based on the 1935 reconstruction scheme, 
with subsequent additions and sales at. cost. 
Cumulative depreciation, based on. the 
written down value, is shown as a deduction 


and has been taken out of the provision for. 


renewals, depreciation and , modernisation. 
The balance of this provision now appears 
as a re-equipment reserve, the inadequacy of 
which is referred to later in this report. 


SATISFACTORY caer OF SUBSIDIARY 


We are sis to part ving: all our sub- 


sidiary Companies rofits ne pater 
year, aad it er plcthing ta eeoped fhe 
made by Horrockses Fashions Limited. fi The 


It is a matter of regret to your directors 
that the company has been unable to increase 
its productive capacity to any material extent 
during the year, nor to make any substantial 
recovery from the drastic concentration 
scheme to which it was subjected in 1941, 
The fact remains that the running plant at 
the moment is still considerably less than 
that in operation in 1939, a position which 
obviously has seriously retarded efforts to 
re-establish trade in markets which, of neces- 
sity, were neglected during the war, 


ADVERSE men OF GOVERNMENT 
YING 


We have, so far, found little or no difficulty 
in disposing of our products, particularly in 
the export markets, but the astronomical 
increases in the price of Egyptian cotton, 
and the frequent substantial falls im recent 
months, have made forward-selling difficult ; 
so much for the Government claim that State 
buying of cotton would stabilise prices. On 
several occasions in the past we have referred 
to the dangers of discarding the services of 
the Liverpool Cotton Market. Events have 
proved, and are proving, that our fears were 
not unjustified. 


It was hoped that our new factory in 
Northern Ireland would be ready to start by 
the end of 1948. Unfortunately, the fore- 
cast was too optimistic, but we hope to com- 
mence installing machinery in the spring of 
next year. The increased production will be 
of great benefit to the company, but it must 
be understood that it will be some time 
before our operatives can be trained and the 
factory put on a remunerative basis. It was 
to meet a contingency such as this that your 
directors have increased so far as possible 
the company’s general reserve, 


PROBLEM OF RE-EQUIPMENT RESERVES 


With the question of reserves in mind, we 
wish to draw the attention of stockholders 
to one important feature which is causing 
your directors grave concern. In last year’s 
report we published an analysis of the com- 
pany’s disbursements and it was shown that 
the balance remaining for reserves and the 
payment of dividend was only 8d. out of 
every { received from our customers. This, 
however, is not the complete picture. The 
depreciation charged in the accounts, which 
is mecessarily calculated upon the amount at 
which the fixed assets stand in the books, is 
approximately the same as the amount of the 
annual allowance which the company obtains 
for taxation Speers. As we have ase 
out in eur reports recent years cost 
of replacing our fixed assets as and when 
they fall to be renewed is far in excess of 
their book value. We, as a company, have 
done our best out of profits to prepare to 
meet the financial stringency with which we 
are bound to be faced when our re ipment 
programme is able to take effect. It is for 
this reason that substantial amounts have 
been set aside to the re-equipment reserve, 
but no corresponding allowances have been 

obtained or are ebssaale im respect of the 
excessive burden of taxation, 


COST OF REPLACEMENTS 
According to to-date figures, the 
replacement cost of our fixed assets at 
today’s prices would be roughly ten times 
the amounts at which stand if the 
books. Tt is true that we do not, and will 


not in the future, need to replace 
the whole’ of cur fied assets, but if the 
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company is to progress it is essential that 
we should be enabled to refit ourselves with 
the most modern equipment as soon as sup- 
plies become available. This means that we 
must face very considerable expenditure dur- 
ing the next few years in order to maintain 
our output capacity at a reasonable level and 
apart altogether from the development of new 
Imes and activities. 


BURDEN OF TAXATION 


Your board is averse to raising new capital 
merely for the purpose of maintaining the 
capacity of the business, and considers that 
the provision of the funds necessary for this 
; pose should come out of the profits which 
are being earned. The burden of taxation 
en those profits under present conditions is, 
however, so severe that the ability of the 
company to set aside the necessary provisions 
is greatly restricted. According to the best 
estimates which can now be made, the com- 
pany requires to set aside a sum approaching 
£150,000 rer annum in order to make pro- 
vision in Use way indicated; the allowances 
for taxation purposes are approximately one- 
fifth of this amount, and the balance, if it 
is t0 be provided, must come out of profits 
which have been subjected not only to 
profits tax at the rate of 10 per cent., but 
also to income tax at the rate of 9s. in the £. 
In other words, in order to provide the addi- 
tional sum of about £120,000 per annum 
for the purpose of maintaining its business, 
the company needs to earn profits for this 
purpose alone approximating to £250,000. 
This is apart altogether from providing a 
modest return to those who have invested 
their capital in the company. 

In common with other boards of directors, 
your directors would urge the Government 
io recognise the facts of the existing situa- 
tion. and not to continue to levy what is, 
in effect, penal taxation, which can only in 
the long run discourage enterprise and deter 
the. re-equipment of industry at the very 
time when maximum efficiency is essential. 


The . following. analysis relative. to the 
parent company only may help to make. the 
position clear :— 


£ 
Current replacement value of the parent com- 
pany’s assets only... 6.56. c sees ese eee eeee 5,800,000 
Annual depreciation required to write off re- 
placement value over following periods: 


buildings 100 yrs., plant & machinery 40 yrs. 142,000 
Annnal depreciation based on 1955 valuation 

and subsequent cost actually provided in 

parent co's. aceounts ....... head eeeaceee 28,500 
Depreciation allowed for taxation purposes.. 30,000 


BOARD CHANGES 


During the year Mr R. M. Perry and 
Mr L. W. Brown, departmental directors of 
ihe company, were co-opted members of the 
board. 


Mr Perry, who has been associated with 
the company for many years, will continue 
to be responsible for the sale of our products, 
particularly in the export markets, which he 
has- visited on our behalf on many occasions. 

Mr Brown is in control of our subsidiary 
company, Horrockses Fashions Limited, and 
its associated companies, the success of which 
this year is reflected in the consolidated 
accounts, 


Your directors are confident that these 
gentlemen will be valuable acquisitions to 
the board. 


We wish again to record our thanks to the 
management and employees who by their 
individual and collective efforts have con- 
tributed so much to*the success of our opera- 
tions during the past year. It is with their 
help and co-operation we can look forward 
w.th confidence to the future. 


The report and accounts were adopted. 
The dividend of 10 ‘per cent. plus bonus of 
5 per cent. were sanctioned. The retiring 
directors Mr P. T. Stevenson, Mr R. R. 
Crewdson, and Mr R. M.. Perry were re- 
elected and the auditors Messrs Price Water- 
aouse and Company, were re-appointed. - 


ANSELLS BREWERY, 
LIMITED 


SATISFACTORY YEAR’S TRADING 


The forty-cighth ordinary general meeting 
of Ansells Brewery, Limited, was held, on 
17th instant, at Birmingham. 


Mr A. E, Wiley (chairman and joint 
managing director) said that they felt the 
stockholders would be well satisfied with the 
year’s trading. The trading profits of the 
group amounted to £1,871,566, an incredse 
over the previous year of £112,811. After 
deducting items of expense, the resulting oet 
profit for the year was £652,501, showing an 


increase over that of the previous year of 
£32,181, 


INCREASED FINANCIAL STRENGTH 


The consolidated balance sheet showed that 
the total fixed assets at £8,929,196 had in- 
creased during the year by £322,230, caused 
by the purchase of additional licensed pro- 
perties and renewal of plant, machinery and 
vehicles. The current assets, amounting to 
£4,310,783, gave an excess over current 
liabilities of £1,928,936, an increase over last 
year of £234,746. From those figures it would 
be observed that the financial strength of the 
group continued to grow. 


There had been two budgets during their 
financial year, both of which had severely 
affected trade by stili further increasing the 
beer duty and consequently the selling price 
of their products. In addition to that, the 
Government since January had reduced the 
permitted barrelage of each brewery from 85 
per cent. to 82 per cent. of the barrelage pro- 
duced by them in the period 1945-46 and no 
regard was given to fluctuations in trade since. 
The result had been a falling off in demand due 
to the price being prohibitive to. many people, 
so that in some cases brewers were now pro- 
ducing less beer than their permitted materials 
would allow. However, in industrial areas 
such as. theirs, although the demand had 
fallen off, it still exceeded the amount they 
were allowed to brew, so that they. were 
unable to keep many of theix licensed houses 
supplied for the full permitted hours. 


THE LICENSING BILL 


Last month. the brewing trade had received 
a severe shock when the Licensing Bill was 
introduced in. the House of Commons. Its 
effect on their company could no: yet be 
foreseen, but they were bound to view it with 
the gravest concern. It appenes to him thax 
that was another step in the present Govern- 
ment’s campaign of nationalisation, and a 
preparative towards the nationalisation of the 
brewing industry. The directors were con- 
vinced that in structure and management the 
licensed houses owned by the company were 
superior to those in the State managed dis- 
tricts: They felt that both the public and 
the trade itself had benefited from the healthy 
competition that existed between brewers. 


Mr W. Scott, J.P. (deputy-chairman and 
joint managing director) said that the maxi- 
mum price of malting barley had been fixed 
at 15s. per quarter above that of last year. 
which would materially raise their cost o 
production. The Catering Wages Act would 
also affect them in a similar direction. A 
member of the Government had commented 
on “the awful lot of profit” the brewers had 
made since 1939. In that connection it was 
interesting to note that their ordinary stock- 
holders had gone through all the war years 
without any increase whatever in the rate of 
dividend. Since 1946 they had had a 5 per 
cent. increase but, in spite of that their net 
“ pick-up ” this year was £247,500, which 
was £6,250 less than they had received in 
1939. a 

The report was adopted. 


a 
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MONTAGUE L. MEYER, 
LIMITED 


LARGER TURNOVER AND PROFIT 


The annual general meeting of Montague 
ki Meyer, Limited, was held on 17th instant 
at Charing Cross Hotel, London, W.C., Mr 
Montague L. Meyer, the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts: 

The trading profit of the parent company 
and its subsidiaries amounts to £355,753. 
This large increase is attributable to the con- 
siderable expansion of turnover, but the 
average rate of profit is lower than last year 
owing to the reduced remuneration on certain 
classes of goods in which we deal. 

_T am pleased to be eble to report a con- 
tinued development in our imported hard- 
wood business, the purchase of which was 
announced in my address last year. Our 
well-equipped sawmills dealing with home- 
grown timber have, under energetic local 
management, again contributed to the results 
we are able to show. 


EXTENSIVE BUSINESS ABROAD 


Another satisfactory aspect of our trading 
is the extensive business. which has been 
done abroad. ‘This has not only proved of 
value to the company but has been the means 
of eatning foreign currency for the country’s 
needs, 

A further point which should be mentioned 
is the question of control. Imported soft- 
wood, the largest section of the timber trade, 
is sull strictly controlled. All purchases are 
made by the Government, and. re-selling 
only permitted against licence. Centralised 
buying has been criticised in some quarters, 
but one must not lose sight of the fact that 
this continuation of control is principall 
caused by scarcity of certain currencies, oe 
until financial restrictions are removed, 
allowing purchases to be made in any market 
and at any time, Government buying, in my 
opinion, must remain. We are all anxious 
for our trade to be free from restrictions, but, 
until world conditions are such that we can 
buy where we like, and sell as we choose, 
we have to rest content with the present 
situation. _ 

The cost of imported timber still remains 
at a high level, but the lessening demand 
from consuming countries will, it is hoped, 
gradually reduce prices to a stable basis, and, 
if this desirable situation coincides with the 
restoration of full freedom to trade, the 

vernment can rest assured that the needs 
of the country will be fully catered for by the 
members of the timber trade. 


ADDITIONS TO RESERVE 


The directors propose to increase the 
general reserve by £50,000, bringing the 
group total under this heading to £175,000 
and also to commence with the. sum 
£10,000 a reserve account for the redemption 
of the cumulative redeemable second pre- 
ference shares. They further consider that 
the contingency reserve of £10,000 is no 
longer required, and. propose that this be 
credited to profit and loss account. The 
final divid recommended on the ordin 
capital is Is. per share, less tax, which, wit 
the interim dividend paid on May 12, 1948, 
amounts to ls, 6d. per share, less tax, the 
same as the previous year, 

The, financial strength of your group 
of companies. is. evident, as, after allowing 
for the recommended transfers and payment 
of all dividends for the year, the consolidated 
profit and loss account balance will be 
£227,888, which is £47,717 higher than last 
year, The addition of the group reserves 
(excluding that of £123,000 for furure taxa- 
tion) to this. balance makes a_ total of 
£455,288, which is almost equal to the paid 
up capital of the company... record 


profits are not always maintainable, I feel 

that you will have no -reason to be dis- 

appointed with the next balance sheet... 
The report was adopted, e 
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RHOKANA CORPORATION, 
LIMITED 


INCREASED PRODUCTION 


The twenty-sixth annual general meeting 
of the Rhokana Corporation, Limited, was 
held, on the 21st instant, in London. 

Mr S. S. Taylor, C.M.G., D.S.O. (the 
deputy chairman), having dealt with the 
changes which had been made in_ the 
accounts in order to comply with the Com- 
panies Act, 1948, said: 


Quite apart from the fact that the methods 
we have adopted in framing the _ balance- 
sheet conform with the new law, they have 
the advantage of showing with greater clarity 
than before the amount of stockholders’ 
money that has been expended on those 
assets which are still employed in the 
corporation’s business. It will be all to the 
good if this has the effect of emphasising 
the fallacy to which I have often drawn 
attention before of considering the amount 
received by ordinary stockholders by way of 
dividends as having been earned by the 
employment of the nominal amount of the 
issued ordinary capital. 


Our production for the year shows an 
increase of over 3,000 long tons compared 
with the previous year. This increase would 
have been greater had it not been for the 
shortage of coal deliveries which caused a 
total or partial shut-down of the plant on 
a number of occasions. We can, however, 
congratulate ourselves on the results for 
the year. 

The revenue from the sale of metals, after 
making adjustment for opening and closing 
stocks, was £8,655,599, compared with 
£6,336,740 for the previous year, an increase 
of £2,318,859. 

On the other side of the account operating 
costs have increased by £777,659. This sum 
has been absorbed in higher wages and 
royalties, increased cost of stores and other 
expenses. This leaves the operating profit, 
before providing for depreciation, at a figure 
approximately £1,540,000 higher than the 
previous year. Of this sum no less than 
£1,152,000 is absorbed by an increase over 
the amount set aside last year for taxation. 


DIVIDEND AND RESERVES 


The amounts set aside for depreciation and 
reserves have been increased by £236,000, 
leaving only about £141,000 available out of 
the additional operating profit to increase the 
net dividends to the ordinary stockholders. 
The net amount received by the corporation 
by way of dividends and interest was, how- 
ever, approximately £65,000 more than in 
the previous year, so that £206,000 is avail- 
able for increasing the ordinary dividend, 
equivalent to 15 per cent. net on the nominal 
value of the ordinary stock. 


The total amount set aside for taxation 
on the profit for the year is £2,571,000 and 
there is a small adjustment of just over 
£2,000 in respect of earlier years. Your 
directors have decided to appropriate to 
general reserve the sum.of £668,488, com- 
pared with £600,000 last year. The directors 
recommend that.a final dividend of 75 per 
cent., equivalent to 15s. per unit of stock, 
be paid. 

There is no indication at the present time 
of any impending fall in the world price of 
copper. When considering the ptospects of 


‘the corporation you, of course, take into 


Sooper hac, inated mad chong Co 
per: imuted, - 
solidated «Copper Mines, Limited. Both 
these mines -are ually great _profit- 
earners, although Nchanga has still t0 com- 
plete ‘its Arrange- 
ments have Gan : Sake an calla dudiinieary 
of Supply the. portion of the corpora- 
tion’s output for 1949, ' 


HARRISONS AND. CROSFIELD 
A SOUND POSITION 


At the annual general meeting of Harri- 
sons and Crosfield, Limited, held, on the 
21st instant, in London, the Chairman, Mr 
H. Eric Miller, in reviewing the balance 
sheet and accounts, said: The available profit 
for the year amounts to £603,213 before 
U.K. taxation, and is the highest figure re- 
corded in the company’s 40 year existence. 
Provision for income-tax and profits-tax in 
the U.K. alone absorbs £344,730, and in 
addition, considerable sums for taxation have 
ha to be provided by our overseas branches 
and subsidiary companies. 

The balance sheet shows a strong and 
liquid position. Investments and current 
assets together exceed current liabilities by 
nearly two and a half millions sterling. The 
first item to catch the eye in the consolidated 
balance sheet is “Revenue Reserves and 
undistributed — profits” standing at over 
£1,500,000. Sundry stocks £1,632,000 and 
sundry debtors and bills receivable, 
£3,396,000, give an indication of the wider 
ae activities of the organisation as a 
whole. 


TRIBUTE TO STAFF 


This seems to me the appropriate moment 
once again to pay a whoilehearted tribute to 
the staff of the parent, subsidiary and associ- 
ated companies, without whose talented and 
loyal co-operation we could not be presenting 
accounts which give so much cause for thank- 
ful satisfaction. We have, indeed, first-class 
teams representing us in many territories, 
and may well be proud of the manner in 
which they are upholding the best traditions 
of our race. 

Mr Miller gave his usual. review of condi- 
tions in the territories where the company 
is established overseas and of the position in 
the tea- and rubber- ucing industries, in 
the course of which he said: Since our last 
meeting there has been no change in the 
method of purchasing tea for this country, 
the Ministry of Food continuing to enter into 
contracts with producers in India, Ceylon 
and Bast Africa, but there is evidence of a 
desire to get back to private trading. 

The outstanding feature is, I think, the 
wonderful recuperative power shown by the 
plantation rubber industry which, despite 
disturbances in the principal producing terri- 
tories, is now turning out natural rubber at 
about the same rate as im the peak year, 
1941. World consumption of natural rubber 
and synthetics is mow running at the raté of 
1,850,000 tons per annum, virtually double 
the rate of consumption in 1938. Production 
of synthetic rubber, which im the peak year, 
1944, amounted to 3000 tons, is now 
running at the rate of 530,000 tons per 
annum, which is appreciably higher than the 
operative in the middle of 1947, 


STEADY EXPANSION 


With minor fluctuations the record of the 
tubber industry is one of steady, almost 
phenomenal, expansion, and I for one refuse 
to take a pessimistic view of its future pro- 

ess in the service of. mankind. . Violent 

tuations in. price are, however, thoroughly 

to producers, manufacturers and 

consumers. The International Rubber 
Regulation. Agreement of 1934, which t- 
ated until the Japanese overran the Far East, 
showed how fluctuations can be kept within 
reasonable and it seems to me that 


dend of 20 per cent, (making 25 per cent. for 


the year) on the deferred ordinary stock was 
At i extra-ordinary 1 
mecting, special resolutions were sed with 
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KLINGER MANUFACTURING 
COMPANY, LIMITED 


EXPANSION PROGRAMME 


The 35th annual general meeting of. the 
Klinger Manufacturing Company, Limited, 
was. held, on the 17th instant, in 
Mr J. L. Callow, the chairman, presiding, . 

The following is an extract from the 
chairman’s circulated statement: — 


DIVIDEND MAINTAINED 


On this occasion the report and accounts 
now before you cover a period of eleven 
months only. As this change will not result 
im amy material alteration in the date on 
which the dividend will be paid, your board 
have thought it to be only fair to shareholders 
to recommend the maintenance of the divi- 
dend at 25 per cent., tax free, for the period, 
the same amount as paid for the previous 

ear. As you will see from the comparative 

gures set out in the accounts, the net profit 

for the eleven months period is £80,320, 
against £73,490 for the previous twelve 
months, 

The provision for taxation carers in the 
accounts consists of profits tax for eleven 
months, having regard to the dividend now 

roposed, together with income tax on the 
ines of profits adjusted for calculation for 
a complete year. ¢ general reserve has 
been increased by a transfer from profit and 
loss ot de eo account of a further 
£25,000, thus bringing its total to £125,000, 
and £3,529 has been placed to investment 
reserve. If you approve the popes divi- 
dend there will remain £66,697 to be carried 
forward to next year, against £50,212 
brought in. 

The paid-up capital of the company re- 
mains at £141,224, but, as I re- 
minded you year, the effective capital 
actually employed in the business includes 
Geis uae naa tena tee 
these now amount to » making a 
total of £488,309. 


MODERNISATION WORK 


I referred last year to the programme of 
expansion and ernisation which was 
being pursued by your board. During the 
year we have spent £78,395 on new plant 
and machinery, of the latest types. The 
outstanding contracts for capital expenditure 
of £185,000 referred to on the balance sheet 
are for delivery over the next two to three 
years. 

When embarking on this programme your 
board was conscious of the necessity for 
keeping in close touch with the latest 
developments’ in the design of machinery 
for the manufacture of hosiery, and with 
this object two of your directors have 
recently visited both the U.S.A. and Switzer- 
land in order to investigate the latest types 
of knitting machines. We are satisfied that 
our new plant is well up to the’ highest 
standards, as regards productivity, technical 
efficiency and operatives’ output per 
machine, and that our factory will continue 
to be equipped with the latest and most 
efficient machinery available. 


WIDE RANGE OF PRODUCTS 


_.Qur present range of output covers all 
grades of fine gauge ladies’ stockings. 
addition to a large production of utility styles 
im pure silk, rayon and lisle; we have a 
steadily increasing output of Klingsil nylon 
stockings, both seam-free and fully-fashion 
which are finished by our own. patente 
process,’ Qur full-fashioned producuon 1s 
now getting well into its stride. 


Our _— ee has neaes satis- 
factorily during year wi agg was 
results in hard currency though 
am sorry to say that. this. has resulted in 
ool mi tag ica, tant ante 

our nylon | tion € 
Sily Bok Spree bo he har pk 
be able to supply our home trade customers 
With their full requirements, _. 
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THE ECONOMIST, December 25, 1948 


Statistical Summary 


GOVERNMENT RETURNS 
For the week ended December 18, 1948, 
total ordinary revenue was 52,502,000, 
against ordinary expenditure of {90,673,000 
and issues to sinking funds £110,000. Thus, 
including sinking fund = allocations of 
411,693,000, the surplus acerued since Apmil 
Ist is {235,166,568 against {194,402,638 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANGING 
REVENUE AND EXPENDITURE 
eceipts into t 
Exchequer 


({ thousand) 






























Esti- : ‘ 
Revenue mate, nee — Week | Week 
: 1948- t ended , ended 
0 to Dec De 
i eC. Cc. 
j Dec, Dec. 20...) 18 
i 20, 18, cae} , 
1947 1948 1947 | 1948 






























RDINARY } 
REVENUE | 
Income Tax...... 1309150) 498,965; 509,288 15,763) 14,514 
oe) rei 90,0 27,105 34,1 1,700; 1,200 
Estate, etc., Duties 160, 1064 129,579: 1281 4,500) 3,400 
Stamps stegeess | Sa,0GGr 02,980; 40,51 950) 1,200 
Profits Tax .... 250,000 24,920, 133, 34C 500)" 4,900 
| At Serene , 4,000, 555 
Other Inland Rev.) | 1, aere 10 
SpecialContributn.' 50,6 1,900 


—— ae | 


Total Inland Rev. 19151 


27, 413 27, 679 


12,668 17,448 
4,100 5,600 


893,7 54 944, 21 


9 573,555; 600,114 


Customs. ........ 820,6 
Baciees insects 7 








BRIE. ii ves 15471 16,76 8) 25,048 


OSE. 
72, 254 
10,000! 
498 


Motor Duties... 0,00 

Surplus War Stores 102,0 

Surplus. Receipts) 
from Trading...} 57, 














P.O. (Net Receipts). nee 
Wireless Licences. 11, Lys 
Crown Lands. .... . 1,0 | + 
Receipts able } . 
Sundry Loans... 14, 19, 264) Il, 15) 267 
Miscell. Receipts.. 68, 196,005 11,2 1,964) 1,254 


53002 1 51,753 52,502 


eal peace 


Total Ord. Rev.. - 3765300)2308292 229211 





Sevr-BaLANCcING | 


Post Office... 2... 150,2 101,180 108, 6,980) 2,600 
Income Tax on! i 
E.P.T, Refunds, 16,000} 16,488 6,30 269) 220 


jist ecto ie ‘3931 1425960124064)" 59, 002! 55 322 








Issues out of the Exchequer 
to meet payments 

fs thousand) 

| Esti- 

Expenditure | mate, Bat 








“April | 
1 





EXPENDITURE ge 
Int. & Man. of} 

Nat, Debt ..... ' 500, 362,006; 343,263, 4,05 873 
Payments to N.! 

lreland::...... 26, 14,540) 15,97 vue wae 
Other Cons. Fund | 

Services ....... 8,0 4,218) 3,94 33 los 
SOG ey eae 534,000, 380,764; 363, 184 4 389 873 


Supply Services .. 2442657]1722015, 1682067} 61,220 89,800 





Total Ord. are 2evess 1027792045251 65, 4609 90,673 
Sinking Funds. . és } lo 









SELe- BALANCING 
Post Office. i ..... 150, 
Income fax on 


E.P.t. Refunds! 16, 


After increasing Exchequer balances by £238,166 to 


43,246,940 the other operations for the week decreased 
the gross National Debt by {62,192,568 to £25,787 million. 


NET RECEIPTS {& thousand) 
Building materials and Honsing Act, 1945, sec. 4(1) 250 


Local Authorities Loans Act, 1945, sec. HA)... 0% i 
1,599 
NET ISSUES Coe 
Post Office and Foeerert pean) fe and 
UE Sie tad a cka sie cateks aanee’s Se haw espa as 560 
E Ove Rehena. or A cheese tees oie aes 268 


apes Tease Guarsdiees Ack, i939, ies, 4s OO 
oii Cee ane a Act, 1944 a) 1 
boca (& ed a i” ori, tas 31a) 000 
D ' 
Oversene Development Act, 1948, sec. 


3, 
Fi ovens “099 
inance Aets, 1946 and 17, "Post-war credits. ... 


CHANGES IN DEBT (£ thousand) 
Net Receipts Net RerayMEntTs 
3 % Det. Bonds. . 304 Treasury Bills .... 53,355 
Ter. Annuities. 48,687 Nat. Savings Certs. 400 
a Reserve Certs. 1,782 % Def. Bonds.... 387 


Other Debt :—— * Other Debt :-— 

Internal ....... 6 External ...... 5 
Ways & Means Ad- 

VOROS 5 eae es 10,060 
Treasury Deposits. 55,500 


116,339 54,147 








FLOATING DEBT 


# mithon 








Ways and 











Trea- 



















Treasury Means . 
Bills Advances ary Total 
Hie simak Ot § VlOe- 
| Gerk | posits ing 
| Pubhe }- of by Debt 
Fender! Tap | Depts. | Eng- | Banks 


tand 






2250-0 | 2605-4 














i945 
Sept. 4} 2210- 0} 2392-0) 294-2). 
w»  4142210-0 | 2378-7} 297-0 | 2-0 
» 18}2210-0 | 2399-7] 300-5 | 18-8 . 
an 4631°3 256-5 |... ‘ 
Oct. ~912220-0 | 2415+3] 274-7 | 8-0 -0 
w 16 $2240-0 | 2446-7] 277-5 | 5-5 . 
wo 2512250-0 | 2446-5] 282-1 0-5 5° 
=. oe 2253-0 | 2424-¢ 278°5 ‘ads s8°1 
Nov 6 } 2250-0} 2394-8} 284-7 | as 7) 
« 13}2250-9 | 2402-5] 278-0 | 5-8 2 
» 2012250-0 | 2414-7} 272-6 | 1-0 8 
» 27} 2250°0 | 2385-5} 283-1 | 7-0 57-5 
Dec. 4}225)+0 |2390* 3} 296-6 | 8-5 b= 4 
» 12 ]225)-0 |2395-0) 283-7 | 17-8 9 
- a 2250-0 | 2341-6} 296:0 | 15.5 1 





TREASURY BILLS 


£ million 




















Amount —— ® 
Date of ad of Allot Al] stted 
Fendes iApphed| ment * 
ff» ced) \Aflottec Min 


teow | 


PO et ee ee 


Os. December 17th oe for bills to be paid on 
Tuesday, - Wednesday, ursday, Friday and Saturday 
were accepted as to about 52 per tent of the aiiount 
applied for at £99 17s. 5d. and applications at higher 
prices were accepted in full. Applications for bills to be 
id on MonGay were accepted at £99 17s. 6d. and above 
in full. £170 million (maximum) of Treasury Bills are 
being ‘offered for December 24th: For the week ended 
December 25th the Banks will be asked for Treasury 
deposits to the amount of {40 million (maximum). 


NATIONAL SAVINGS 
(£, thousand) 














Savings Certificates :-— 
OCIS. 55. UES ainbeard @ 


Repayments .,.ise...-.. 
Net Savings ....ccecess: 


Defence Bonds :—, 
Receipts. .... Wédipeae cee 
Repayments .....+..+.. 


Net Sav i aac gee Baers 

P.O. and Trustes Savings 
Panks 

Repayments .........-+- 


Net Savings .......s00.. 


fe one “ot er 
terest on cert repa 
Interest a ‘tanends 


eee eee 


440,787 
431,614 


” 16,412" 





BANK OF ENGLAND 
RETURNS. 


DECEMBER 15, 1948 


ISSUE DEPARTMENT 








é 
Notes Issued:- vovt. Debt... 11,015,100 
In Circulation 1286, dao, 490} Other Govt, 
In Bankg. De- Securities .., 1288,273,612 
partment .. . 13,307,343} Other Secs.... 704,274 
Coin other — 
than gold)... 7,015 
Amt. of Fid.——————-—— 
TSSue viene 0 1300,000,000 
Gold Coin and 
Bullion ~ {at 
172s... 3d. per 
oz. fine)..... 247,833 
1300, 247,833 1300, 247,853 


BANKING DEPARTMENT 


£ i 
Capital ........ 14,55*.000 | Govt, Secs.... 370,643,941 
PRs 85 ne ; 3,5¢ aa Other Secs.:- 45,071,140 
Public Deps.:- 22,302, Discounts and 
Public-Accts.* 8,015 553 Advances... 21,150,050 
H.M. Treas, Securities... 23,921,090 


Special Act. 14,287,177 


Other Deps~ 392,138,846 
Bankers..... 801,087,225 | Notes. ....... 13,307,343 


Other Accts... _ 91,051,621 | Coin.......05 3,480,597 
432,503,021 432,503,021 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts, 


COMPARATIVE ANALYSIS 


(£ million 







s8-3 40-0) 13-3 
-f1299- 1)1299-3)1299- 3 









Other Ree matress 6-8 «60-7 OFT 
GUE tases Bs aie 0-2; 0-2) 0-2 
Valued ai s. per fine os. 172/3) 172/83, 172/8 
Banking Dept. :— : : 
its — 
iblic Accounts ........ i oe see 
reasury Special Account “3 +3) ‘ 
Bankers ......... 3-4) W8-7) 501-1 
91-9; 89-8 91-2 
430° 5 422-6) 414°5 
i 
332-7; 355-8) 370-6 
22° I%-7) 21-2 
31°5 a 23°9, 
: 387-1) 397-4) 435-7 
Banking dept. res......... 61-3 43-2) 16-8 
3 % | % 
M FROEOOE  cicneectics H 14-2) 10-2; 4-0 


* Government debt is £11,015, 100, capital £14,553,000. 
Fiduciary issue reduced from £1,550 million to to £1,300 
million on March 4, 1948. 


GOLD AND SILVER 

Fhe Bank of 
remained at 172s. 
Spoteash ‘prices were as follows -— 


land’s Official buying. price for gold 


Sin.ver 


per fine ounce throughout the week, 















SERVICE) 
Founded over a céntury ago, The Union 


Rex he Siralia, ai its Branches th 


and New Zealand, offers a com- 
prehensive Banking Service covering every 
modern requirement. 


This extensive organisation is placed at the 
_ disposal of visitors desirous of transacting any 
description of banking business. 


We invite you to dis¢uss your travel and 
banking problems with _our | specialised 
departments. 


UNION BANK 
OF AUSTRALIA 


LIMITED 


NATIONAL BANK OF EGYPT 


incorpocated in Egypt. 
Liability of Members is Limited. 


Head Office - -- CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL -  - £3,000,000 
£3,000,000 


RESERVE FUND 
6 & 7 King William Street, E.C.4, 


Branches in all the Principal Towns in EGYPT and the SUDAN 
TNIVERSITY OF LONDON,—The 






Ti, COBNHE 
LONDON bed 


Branches shrouchow 
Australia 
and New Zealand, 




























Senate invite applications for the 


} Readership in Demography tenable at the . don School. cf 
Economics and Potitical Science (Salary £800-£1.000-£1,200). Applications 
(10 copies) must be received not later than January 2, 1949, by the 


Academic Registrar, University of London, Senate House, W.C.1, from 
whom ft irther partic ulars should be obtained. 


UNIVERSITY GOLLEGE, IBADAN, NIGERIA 
INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH 


Applications are invited for the post of Director of the above 
Tustiiute,- -The- ep pointment-will-be-fer. a period of five years in the 
first imstance and will carry a salury, depending on the qualifications 


and experience of the holder, of £1,500 per annum plus £450 per annum 
— allownnce with the status of professor Or a salary in the 
range £1,000 to £1,350 per annum, plus £300 to £400 expatriaiion allow- 
ance, with the states of Senier Loeturer, tegether with free passages 
to. and from. Nigeria, annual leave in the United Kingdom with 
passages paid, and payment of contributions to any approved super- 
annuation schemé to which the holder belongs. The primary responsi- 
bilities of the holder. will besto initiate and organise the Institute and 
to pian and conduct. social and etondmic research in British West Africa, 
hut he may be required iatet to iindertake some teaching €xties. Appli- 
eations, giving particulars of age, academic qualifications nnd published 
writings, together with the riaméas of three referees whic can speak from 
personal knowledge - the character and .ability of the candidate, 
should he sent not later than March 31, 1949, to the Under Secretary 
of State, Research Department Colonial. Office, Sanctuary Buliding 
Great Smith. Street, London, §.W.1,..frem whom er pa 
regerding tie appointment can bé obtained. 


eu a LLL 
ME BRITISH BOOT, Shoe and Allied Trades Research Association 
require ar Economist or Stat’stician for operational research on 
productivity in the shoe manufacturing. industry. A man with a ed 
years’ research experience will be preferred. The is expected to 


be a permanent one, and is slisible & an rannuation under F.S.8.Ui 
+ Applications te the Directo ouse, Rockingham. Read, 
Kettering 


QTATISTICIAN requ ired for ae statistical dep artment of 
large a. pplicants shoe i have had at least 5 gore 
jon of--statistics, Age 30/40 


A 

good ieee wih, be paid selected applicant which will be con- 

Satowt with qualifications an emaarience. Write, ip confidence, giving 

fullest details of career to data, to “Statistician,” Fisons Ltd., Harvest 
ouse, Ipswich 
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London Office: 
1, Queen Victoria St., E.C.4. 
O. M. Samuel, Manager. 


Head Office: WELLINGTON, N.2. 
P. L. Porter, General Manager 












REFUGE ASSURANCE COMPANY, LTD. 
Chiei Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS 401,900 903 
CLAIMS PAID ia hom €189,000,000 
t 








DENBIGHSHIRE EDUCATION COMMITTEE 
DENBIGHSHIRE TECHNICAL COLLEGE, WREXHAM 


Principal: D. CECIL MORGAN, B.Sec., F.R.1.C. 


Applications are invited fer the post of Lecturef in Commerce, Law 
and Econemics, Candidates should be graduates in Commerce or 
Economics and previous teaching and business experience will be a 
reconunendation. 

Applications (no forms tssued), 
and experience, with dates, together with copies of two testimoniais 
and the names of two referees, should reach the undersigned on or 
before Friday, December 24, 18. 

EDWARD REES, Director of Education 

Education Offices, Ruthin, December 13, 1948. 

HE Civil Serv¥se Commissioners invite applications for the following 

appointments in Government Departments to be filled during 1944, 
competitive imterview, Interviews. will be held nme 1n4y 
beginning in January. Successful candidates _may be appointed 
immediately. 


(1) Senior. Scientific Officers. Candidates must be at leans 26 ana 
under 31 years of age on August 1, 1949. They must have obtained a 
university degree in a Scientific subject (including Engin ) of in 
Mathematics with first or second class honours or an equivalent quailifica- 


by 


tion, or possess high professional attainments, and must have See 4 at 
east three years’ appropriate post-graduate or other” approved 
experience. we 

(2) Scievitifice Officers. Candidates must be at least 21 a under , 38 
years of age on August 1,.1949. They must have obtained iversity 
degree in a Scientific ‘outed (including Engineering) or in Mathematics 


with first or second class honeurs or an equivalent qualification, or 
possess high professional attainments. Candidates sitting for their 
degrees in 1949 may be admitted to the competition before the result 
of their degree examination is known, 

The appointments announced in 41) and (2) cover a wide range of 
Scientific. research and development in most of the niajor fields of 
fundamental and applied ee They wiil be held in various Govern- 
ment Bepartments (Ministryo of@Supply, Admiraity, Department of 
Scientific ane: industrial Hesearel inistry, Ministry of. Agriculture 

Ministry Aviation Scottish Home Department, 
Home Office, Ministry of. w tte: ar Office) and the places of work 
are spread ‘throughout Great Britain. Gach candidate is ert the 
fullest opportunity to express his erence in the subject of work 
and the Government Department an valtteins establishment to which 
he wishes to be appointed. 

Inclusive London salary scales for men are; 

Senior Svtientific Officer £700 x 25—£900 
Scientific Officer £400 x 25—£660. 

Rates for women are somewhat lower. 

Further particulars and application forms from the Secretary, Scientific 
Branch, 27, Grosvenor Square, W.1, quoting No. 2351. Com- 
pleted applications forms should be 48 s00n as Possible. 
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